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ONTARIO HYDRO 
ANNUAL REPORT 
1980 


75TH ANNIVERSARY 


REPORT OF THE 

BOARD OF DIRECTORS 
OF ONTARIO HYDRO FOR 
iE VE Akelo30 


To The Honourable Robert Welch, 
Minister of Energy 


We, the Board of Directors, submit to you 
this report of the financial position and 
relevant Ontario Hydro activities for the year 
1980. We would like to thank you and the 
staff of the Ministry of Energy for the 
cooperation and understanding extended 
during the year. Finally, since the publication 
of this report coincides with Hydro’s 75th 
anniversary, we direct your attention to the 
brief history of the Corporation carried as a 
supplement to this report. 


On behalf of the Board 


ee ats 


Hugh L. Macaulay 
May, 1981 


TER COVER 


The essentiality of electricity in our day-to-day lives is often 
taken for granted. We tend to forget its importance in our 
homes, industries, hospitals and on our streets and highways. 
It is also an important ingredient in the recreation and 
entertainment that bring relief to the problems of everyday 
living. The cover reflects some of the principal photographs 
contained in this report, all of which remind us that 
electricity has become an essential part of modern life. 
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TE CHAIRMAN COMMENITS... 


Hydro’s new challenges 


oil prices soaring and world 
ves lessening, Ontario — and Can- 
— must seek alternative energy 
es to heat our homes, fuel our 
.and drive our industries. Without 
t, electricity is one of those alter- 
es, especially here in Ontario 
> two-thirds of our electricity is 
ated from sources indigenous to 
rovince — water power and urani- 
fecent provincial government ini- 
es point in that direction and 
9 is capable of meeting that chal- 
. The question is: how long will it 
for the off-oil initiatives to take 
t, and to what extent will the 
h-overs occur? Our current surplus 
71erating capacity will take care of 
amediate increase in demand. And 
»vernment’s direction to speed up 
Netion of Darlington nuclear sta- 
snsures the province of an ample 
y of electricity 10 years from now. 
price of oil and natural gas will be a 
- determining factor in any switch 
sctricity for home heating. Oil is 
assing electricity in price. At the 
nt rate of price escalation, we 
>t gas prices to exceed electricity 
e end of the decade. But home- 
rs will hesitate before considering 
itution without knowing what they 
>tting into. Because of this, Hydro 
paring a marketing plan that will 
de homeowners with reliable 
mation concerning energy effi- 
y in the home, new products and 
ns, and advice about their appli- 
1s. As well as encouraging electric 
> heating, the government has 
for the electrification of the GO 
it rail system, the production of 


Hydro Chairman Hugh Macaulay (right) turned over the keys to one of 12 electric vehicles being 
tested by Hydro to Ontario Premier William Davis, who said his drive was “comfortable . . 


fhe 


steam from Hydro generators for indus- 
trial use and the expansion of our 
hydro-electric capacity. Ontario Hydro 
has 75 years of dependable and dedi- 
cated service behind it. We can, and 
will, adapt to these new challenges. 


On transmission limitations 


We have enough power, but our ability 
to deliver it suffers some severe limita- 
tions. Put simply, our transmission lines, 
especially in the southwest, are nearing 
capacity and are incapable of carry- 
ing all the new, cheaper and less pollut- 
ing generation from our nuclear stations. 
The last unit of Bruce B nuclear station 
will be completed in 1987, but the 
second transmission line from the sta- 
tion is still in the early stages of the 
public participation process. It now 
appears doubtful we can obtain local 
and government approval of the line 
and complete its construction by 1987; 
doubtful, that is, unless the approval 
process can be accelerated. If not, there 
is some probability that nuclear power 
will be locked in and we'll have to sub- 
stitute more expensive coal-fired 
generation. The need for this line to 
feed the growing demand in Southwest- 
ern Ontario has been established and 
was accepted by the Royal Commission 
on Electric Power Planning in its 1980 
report. But the situation isn’t unique to 
the southwest. All our systems, includ- 
ing the North and the Ottawa area of 
Eastern Ontario, need strengthening to 
meet even the reduced load growth 
forecasts averaging 3.1 per cent a year 
to the year 2000. Couple this growth 
with the new government thrust toward 
greater use of electricity and it becomes 
evident we must increase our ability to 
get power to where it is needed. 


On air quality control 


We know that emissions from our coal- 
fired stations are substantial. We know 
also that Hydro’s contribution accounts 
for only two to six per cent of the total 
that falls in Ontario’s sensitive areas in 
the form of acid rain. In contrast, about 
two-thirds can be attributed to US. 
sources. But that fact doesn’t give Hydro 
the right to ignore the problem. Else- 
where in this report is a more detailed 
account of our actions to date, but I 
would like to point out here that we’ve 
already spent millions of dollars on 
washed and low sulphur coal, and on 
blending facilities to reduce our emis- 
sions. More importantly, we'll be spend- 
ing at least another half billion dollars 
on the problem in the next 10 years. 
During this time, we'll reduce our acid 
gas emissions by 50 per cent while at the 
same time increasing our production of 
electricity by 50 per cent, including the 
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Ontario Hydro’s Board of Directors share a casual moment. Left 


to right: President Milan Nastich, J. Dean Muncaster, 


Chairman Hugh L. Macaulay, A. Ephriam Diamond and Alan B. Cousins. 


addition of new coal units. I’d like to 


emphasize that the 50 per cent reduc-. 


tion program was worked out with the 
Ministry of the Environment, and the 
limits it sets on the amount of emissions 
in 1990 are absolute — we’re committed 
to meeting them no matter what the 
future may hold — no matter how much 
coal we may burn. We expect that 20 
per cent of the reduction will result from 
the installation of scrubbers and about 
50 per cent from nuclear power replac- 
ing coal generation. The balance will 
come from placing special burners in 
our large coal-fired stations, increased 
use of hydro-electric facilities and using 
more low-sulphur coal. It is going to be 
an expensive business — one where 
expectations must be balanced against 
the willingness of the people of Ontario 
to pay the increased costs. But unless 
we take practical measures to clean up 
our own backyard, we can’t expect our 
neighbours to the south to face up to 
their share of the responsibility. 


On the export of electricity 


The export of electricity to the U.S. 
makes economic sense for Ontario. 
Over the past three years Hydro has 
earned about $440 million in net reve- 
nues from export sales — revenues that 
helped us to hold down rates to our 
Ontario customers. And those sales also 
helped reduce Canada’s balance of 
payments with the U.S. Furthermore, 
we expect to have the capacity avail- 
able to export a substantial amount of 
electric energy for at least the next 10 
years. We intend to market that power 
and we have the backing of the Ontario 


government to do so. Consequentlys 
have applied to the National Ene 
Board for renewal and expansion of} 
export licenses. Later this year Hy) 
may be seeking approval to construd 
high voltage, direct-current cable in} 
connection under Lake Erie for thes 
of firm power to the General Pul) 
Utilities system in Pennsylvan| 
Stronger interconnections at Niag} 
are planned, and we are pursuing exf| 
sales at every opportunity. It is sim} 
good business for Hydro and for 4 
customers. 


On costing, pricing and rates 
For some time Hydro has been disc} 
ing a new costing and pricing syst 
with our customer groups. The ob) 
tive is an acceptable, equitable syst 
that accurately reflects how custom 
use electricity and the cost of supply 
power to different customers at dif 
ent times. We had hoped to include * 
new structure as part of our 19811 
proposal that would have been im; 
mented in 1982. At the request of se 
of our customers for more time to sti 
the proposals — which are complica 
— this has been postponed for one ye 
In the matter of Hydro rates, Hydro’ 
able to hold the 1981 increase to 9.4 
cent. We expect that for the next 

years any increases Hydro requires * 
be equal to, or slightly below, the rat 
inflation. This has been possible mai 
because of the relatively stable cost 
Ontario’s nuclear and hydro-elec| 
resources, as well as revenues from 
export sales. 


n Hydro’s 75th anniversary 


rluded with this annual report is a 
ef history of Hydro’s first 75 years. It 
he story of the long struggle for pub- 
power in Ontario and of the dedica- 
n and skills of the men and women 
o built the system. While we can be 
dud of the past, we must look at today 
d the future. The period immediately 
ead will call for Ontario Hydro to 
ike many adjustments to meet 
ickly-changing conditions. And while 
apting to those changes, Hydro must 
ntinue to plan for the future — to the 
ar 2000 and beyond — for that is the 
ture of the energy world, where our 
ources are finite and our demands 
mingly infinite. But I believe the dedi- 
tion of Hydro employees will suc- 
ssfully meet these challenges, and 
it the electrical system they operate, 
intain and improve will serve this 
vince well for years to come. Hydro’s 
tory also reflects its long association 
-h the municipal utilities. | am proud 
say that a constructive and cordial 
ationship continues today in our 
alings with the Ontario Municipal 
-ctric Association and the Associa- 
n of Municipal Electrical Utilities. 


1 new appointments 


e Hydro Board of Directors ap- 
inted Milan Nastich, executive 
e-president of planning and adminis- 
tion, to be president, succeeding 
ug Gordon, on November 1, 1980. 
ug Gordon’s 35 years with Hydro 
nd as a hallmark of service to the 
blic of Ontario. Milan Nastich’s 
pointment followed an extensive 
rch both inside and outside the Cor- 
ration by the Board’s Management 
sources Committee. The new presi- 
it has a distinguished record of ser- 
e in his 32 years with Hydro in sev- 
1 branches of the organization. In 
/2 he was named assistant general 
nager, finance — a position he held 

two years before becoming vice- 
sident. He became executive vice- 
sident in 1978. His proven adminis- 
tive record and leadership qualities 
l serve Hydro in good stead in meet- 


Left to right: J. Conrad Lavigne, Robert J. Uffen, 


William A. Stewart, Sister Mary and 
William Dodge. 


Left to right: Philip B. Lind, Arthur J. Bowker, 
Allen T. Lambert and William E. Raney, Q.C., 
Hydro’s Secretary and General Counsel. 


ing the quickly-changing conditions 
which we face in the 1980s. His position 
as executive vice-president, planning 
and administration was taken over by 
Arvo Niitenberg. Other new executive 
office appointments included: Vern 


Coles, vice-president, distribution and 
marketing; John Matthew, vice- 
president, power system program; Dane 
MacCarthy, vice-president, corporate 
relations, and Sam Horton, vice- 
president, supply and services. 


Baseball under the lights, whether bant 
league or the Blue Jays, sh 

the pertinence of electricity to) 
enjoyment of both the ball players a 
the fans in the sta 


1980 marked the beginning of a new energy-use strategy 


The first year of the 1980s was a critical 
one in the 75-year history of Ontario 
Hydro because it marked the beginning 
of a new energy-use strategy and a 
renewed awareness of the importance 
of electricity in Ontario’s economy. 

The shift in energy-use strategy was 
prompted by the provincial govern- 
ment’s determination to reduce On- 
tario’s dependence on oil — whether 
foreign or Canadian — and a commit- 
ment to the development of energy from 
alternative sources. 

This heralds a renewed thrust for 
Hydro for the eventual provision of 
electrical power to replace costly oil in 
the transportation and space heating 
sectors. 

However, total electricity use in 
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36,689 
7,969 

35,579 
31,328 
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Ontario during 1980 continued to reflect 
conservation efforts as well as the slow 
growth in economic activity and creep- 
ing inflation. Primary energy demand 
in 1980 was 100.2 billion kilowatt-hours, 
compared to 98.1 billion kilowatt-hours 
in 1979 — an increase of 21 per cent 
compared to 2.9 per cent in 1979. 

While this demand is the largest in 
Ontario Hydro’s history, revised fore- 
casts issued in January, 1981 show 
annual electricity demands in Ontario 
growing at an average 3.1 per cent until 
the year 2000. This is down from the 
1980 forecast of annual growth of 3.4 
per cent. 

The major source of Hydro genera- 
tion continued to be water power dur- 
ing 1980, providing 36.7 billion kilowatt- 


Hydro technologist Bert Worth checks a 
section of the vacuum building at Pickering 
nuclear generating station. 


hours, or 35 per cent of the total enet 
generated. 

Nuclear power, however, was a Vé 
close second as the outstanding perf 
mance of the CANDU system continu 
during the year. Nuclear electricity pi 
duction increased from 32.3 billi 
kilowatt-hours recorded in 1979 to 33 
billion kilowatt-hours, an increase 
three per cent to 34 per cent of the to 
energy generated. It was also the s¢ 
ond year in a row that nuclear gene 
tion outpaced fossil-fuelled generati 
(coal, oil and natural gas) whi 
accounted for 30 per cent of the to 
production. 

The year 1980 was also a banner yé 
for Ontario Hydro’s eight nuclear re 
tors at Pickering and Bruce generat 
stations, which took the four top pla¢ 
among 114 world reactors with capa 
ties exceeding 500,000 kilowatts. 

Again in 1980, as in the previous ye 
the peak demand for electricity caf 
on December 17, reaching a new @ 
time high of 16,808,000 kilowatts —} 
2.7 per cent from 1979. This peak w 
about 1.5 per cent lower than the fot 
cast. 


Generation Program 


Forecasts of a slowing-down of lo 
growth to the year 2000 led to a decisit 
by the Board of Directors early in 19 
to stretch out construction of new gé 
erating stations planned under Hydr 
long-range construction program. 
The Board’s decision was based 
the economics of production ai 
long-term security of supply. The Boa 
also realized that — even with Hydr 
lower rate of growth — the estimat 
peak demand in the year 2000 wot 
nearly double the 1980 demand. 
During the year, the provincial gf 
ernment emphasized a broaden 
energy strategy for Ontario. 
announced new initiatives for # 


Electricity will meet a larger share of the province's energy need 


development of alternate or renewable 
energy sources from wind, solar power, 
refuse and wood burning, peat, hydro- 
gen and methane production. By 
year-end, Ontario Hydro was involved 
in about 30 such projects, many of them 
in cooperation with the Ministry of 
Energy, the Canadian Electrical Asso- 


PRIMARY ELECTRICITY SALES 
ONTARIO HYDRO 
and the 
ASSOCIATED MUNICIPAL UTILITIES 
1970 - 1980 millions of kW-h 
WH Residential [JJ Street Lighting 
Farm BB General 


70 71 72 73 74 75 76 77 78 79 80 


ciation and various schools and indus- 
tries. 

Then, early in 1981, the government 
announced its Board of Industrial 
Leadership and Development (BILD) 
program that called for electricity to 
meet an increasing share of the prov- 
ince’s energy needs. Among other 
things, the program directed the 
construction schedule at Darlington 
nuclear station be accelerated, the elec- 
trification of the GO Transit rail system, 
encouragement of homeowners to 
switch from heating oil to electricity, a 
Hydro heat pump rental program and 
the sale of steam and hot water to indus- 
trial and agricultural interests near the 
Bruce Nuclear Power Development. 

Work on the 300,000-kilowatt, two- 
unit extension of the Thunder Bay 
thermal generating station continued 
throughout most of 1980, and by 
year-end was virtually complete. Tur- 
bine testing of both units is expected to 
be complete by mid-1981. Construction 
of the 400,000-kilowatt, two-unit, 
lignite-fired station at Atikokan contin- 
ued. The two units of this plant are 
expected to be in-service by 1984 and 
1988 respectively. 

In the nuclear division, Douglas Point 
was returned to service at 70 per cent 
power capacity in October, pending 
approval for full power operations by 
the Atomic Energy Control Board. In 
May, all units at Pickering were shut 
down to allow inspection of the vacuum 
building — a prerequisite to prepara- 
tions for the commissioning of Picker- 
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Thermal (coal) 
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High-intensity lighting i: 

essential aspect of delicate work 
surgeons in hospital operating rooms act 
the province and around the wo 


ing B station, which is now underway 
program commenced which will i 
grate all the engineering activities ass 
ciated with potential Pickering ul 
shutdowns in the mid-1980s, to ma 
adjustments or replacements associa 
with pressure tube elongation and ng 
safety system additions. 

At the Bruce Nuclear Power Dev 
opment, preliminary work commene 
on the engineering for a steam line 
supply a proposed industrial develo 
ment adjacent to the site. Also at Bruc 
construction of the B generating stati 
was close to plans for a 1983 in-servi 
date for the first of four units, whi 
commercial operation of the Hea) 
Water Plant B was delayed by mater 
problems. Bruce Heavy Water Plant 
produced 623 megagrams (687 tons 
reactor-grade heavy water during 19% 


Export Sales 


Export sales of electrical energy tot 
United States fell to 10.7 bil 
kilowatt-hours in 1980 from a reco 
high of 11.7 billion kilowatt-hours 
1979. The drop is attributed to the slo 
down in the automotive industry a 
transmission limitations in New Yo 
State. Despite this decline of eight p 
cent, net revenues rose to $162 millio 
an increase of $8 million over the pre\ 
ous year, all of which is passed on 
Ontario consumers. 

Early in 1981 Hydro signed a letter: 
intent with General Public Utilitie 
New Jersey, calling for delivery of tl 
total output from J. Clark Keith gene 


1980 1979 % Change % of Total % of Total 
Millions of kW-h_ Millions of kW-h Over 1979 1980 1979 

36,689 38,780 — 5.4 32.9 35! 
30,934 28,540 To 2h7 Dies 
404 1,481 —72.7 0.4 1:3 
—10 904 ~~ 0.8 
35,579 32422 ela iS. 292 
103,596 102,027 “eles 92.9 922 
7,969 8,602 — 7.4 tA 7.8 
111,565 110,629 te Uns 100.0 100.0 


Total energy made available 


*Includes non-sale transfers. 


The stranded motorist can appre¢ 

two forms of protection — one provided by 
friendly presence of an Ont@ 

Provincial Police officer, the othe 

the welcome glow of a lamp standard wh 
his car developed engine trouk 


Hydro activities continued to be a subject of great public interes 


ating station to the U.S. utility. If 
reached, the agreement could benefit 
Hydro’s customers in the order of $5 
million a year. 


Conservation 


Ontario Hydro’s energy conservation 
program continued to emphasize the 
wise and efficient use of electricity 
through advertising, seminars and other 
information programs. In cooperation 
with the Ministry of Energy, a pilot res- 
idential energy audit was carried out in 
300 homes in the Town of Aurora. A 
second energy audit project is under 
way in Brampton. 

Development of the Oshawa and 
Scarborough field trials for customer 
load control and distribution system 
automation continued in 1980. Installa- 
tion of load control and monitoring 
equipment was near completion in 400 
homes in Oshawa. Computer control 
and data acquisition facilities were 
installed to demonstrate the various 


REVENUE FROM SALES OF 
PRIMARY POWER AND ENERGY 
million $ 
i Rural Retail Qj Municipal 
Customers Utilities 

Direct Industrial 
~ Customers 


514 
342 
i 1,603 
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load management techniques. Monitor- 
ing and scheduling of customer loads 
will begin in 1981. 

Results of this monitoring program 
will improve the efficiency of the exist- 
ing electrical system in the province and 
reduce the need for new generating 
facilities in the future. One way to 
accomplish this is to attempt to shift 
some customers’ electricity needs from 
the period of high demand to the period 
of low demand (11 p.m. to 7 a.m.). This 
technique is called “load management.” 

In addition, Hydro took part in 
solar-assisted water heater and solar 
home demonstration programs. It also 
provided spot-checking to ensure com- 
pliance with Canadian Standards Asso- 
ciation’s heat pump installation stan- 
dards. 


Public Hearings 


During 1980 Ontario Hydro continued 
to be one of the most scrutinized public 
utilities in the world. During the year 


At Hydro’s research laboratory in Etobicoke, 
technologist Werner de Vries conducts an 
analysis of gases in nuclear fuel. 


public hearings involved 38,834 sta 
hours with a related cost of about $ 
million. These hours included preps 
ing information for and attending he 
ings of Ontario’s Select Committee | 
Hydro Affairs studying the safety 
nuclear reactors and the managemé 
of nuclear fuel wastes, and Ontart 
Energy Board hearings into Hydr 
application for increased bulk pow 
rates in 1981. Preparations were al 
made for 1981 hearings by the provi 
cial Environmental Assessment Boaj 
and the National Energy Board. Sin 
1974, when public review of Hydro rat 
was first instituted by government 
Hydro’s directly related costs for publ 
hearings have been about $14 millioj 

Early in 1980 the select committ 
concluded that Hydro’s nuclear reacte 
are “acceptably safe”, while its fim 
report tabled in June contained 24 re 
ommendations. This report was seen 
buttress the earlier report from J 
Arthur Porter's Royal Commission ( 
Electric Power Planning, which co 
cluded after a five-year study that t 
use of nuclear power is essential 
Ontario. It also urged steps to build pu 
lic confidence in the safety of its usé 


Customers, Rates and Costs 


In 1980, the Ontario Governmé 
announced the allocation of $20 m 
lion from provincial revenue to Ontat 
Hydro to reduce the electric bills 
year-round rural residential custome 
in 1981. It is step one in the program 
reduce the rural/ municipal resident 
rate differential. For most year-roul 
residents, the reduction will be abo 
$3.00 per month and brings the diffe 
ential from an estimated average of 
per cent to about 20 per cent. 
Increases in wholesale power ra 
announced in 1980 following pub 
hearings by the Ontario Energy Boa 
were implemented on January 1, 198 
The increases amounted to 9.3 per cé 
to Ontario’s 324 municipal utilities, 5 
per cent to about 100 large, direct ind 
trial customers, and 11.2 per cent 
770,000 rural customers served direct 
by Hydro. The increases were due p 


Bilingual billing service was extended in the east and in the nort 
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Bruce-2 (HWR) 
791 MW 


Pickering-3 (HWR) 
542 MW 


Bruce-3 (HWR) 
791 MW 


Bruce-1 (HWR) 
791 MW 


Unterweser (PWR) 
1,300 MW 


Bugey-1 (GCR) 
560 MW 


Nine Mile Point-1 (BWR) 
642 MW 


Oskarshamn-2 (BWR) 
590 MW 


Calvert Cliffs-2 (PWR) 
911 MW 


Takahama-2 (PWR) 
826 MW 


HWR - Heavy Water Reactor GCR - Gas Cooled Reactor 
PWR - Pressurized Water Reactor BWR - Boiling Water Reactor 


A 135-kilowatt Mini-Hydel generating station has been installed and commissioned at 
Wasdell Falls, one of two hydro-electric sites being developed for them in Ontario. 
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What would happen to our enjoymen 
live entertainment — whether at the Stratfe 
Festival or at ethnic presentatic 

such as this dance at the Japanese Cultu 
Centre in Don Mills — without 
effective contribution of electrici 


marily to the escalating fuel, maint 
nance and administration costs, inte 
est and foreign exchange, depreciatid 
statutory debt retirement obligatio 
and financing of the system expansi( 
program. As a result of municipal uf 
ity restructuring, some 25,300 Ontar 
Hydro customers, together with dist 
bution system plant valued at $20.8 m 
lion, were transferred to 12 municip 
utilities in the Regional Municipaliti 
of Niagara, Durham and Halton. Th 
brings the totals since 1978 to year-er 
1980 to some 75,700 customers af 
plant valued at $60.5 million transfe 
red to restructured utilities. 

Late in 1980, bilingual billing servi 
was extended to 11 designated areas 
the eastern and northern parts of 
province, with new equipment allows 
selective mailing of French and Engli 
material to customers. 

In a report delivered in 1979, ff 
Ontario Energy Board recommend 
changes in the way costs of electrict 
are calculated and prices are set, inclu 
ing off-peak hours and season 
demands. Following an extensive stud 
by Hydro, policy proposals were pr 
sented to municipalities, large indust 
customers and agricultural grouf 
which were to be included in Ontar 
Hydro’s 1982 rate proposals. Early 
1981, the Ontario Hydro Board ¢ 
Directors agreed that the affecté 
customers had not received sufficie 
time to study and respond to the co 
plex proposals and postponed for of 
year the submission of revised policié 
in the rate-setting process. 


Transmission Systems 


After almost 10 years of public heaf 
ings, litigation and government inqulf 
ies, the 500,000-volt (500-kV) line from 
Bruce generating station to the Miltof 
transmission station was finally com 
pleted through the Town of Halton Hill 
and placed in-service in June, 1980.4 
second major transmission line frof 
this nuclear power development is stil 
in the planning stage. 

Construction of the 500-kV line from 
Lennox generating station to Cherty 
wood transformer station was also com 


lassen 


Atala 


Studies were begun on a submarine interconnection across Lake Eri 


Construction continues apace as 
Workmen assemble steel girders at the 
Bruce B nuclear plant 200 kilometres 
northwest of Toronto. 
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pleted and was placed in-service in May, 
1980, while the 500-kV line from 
Claireville transformer station to 
Cherrywood commenced in 1980 and is 
scheduled to be completed by the end 
of 1981. New 500-kV stations at 
Claireville and Cherrywood were 
placed in-service in 1980. 

During the year, studies were initi- 
ated on a direct-current submarine 
cable interconnection across Lake Erie 
with General Public Utilities in Penn- 
sylvania. Lake investigations were 
carried out during the summer months 
and work began on the preparation of 
tendering documents for the cable and 
the converter station. The planned 
completion date for the project, if 
approved, is December, 1984. National 
Energy Board approval, including envi- 
ronmental review, is required. 

In addition to the 500-kV lines and 
stations, a number of 230 and 115-kV 
lines and stations projects were com- 
pleted during the year. A total of 105 
circuit kilometres (65 circuit miles) of 
new line was constructed and 150 cir- 
cuit kilometres (93 circuit miles) of 
reconductoring existing lines was com- 
pleted. Four new transformer stations 
were completed and placed in-service, 
and additional capacity or switching 
was added at five major existing sta- 
tions. 

One of the largest forest fires in 
Northern Ontario’s history damaged 
transmission lines during the summer 
and left the community of Red Lake 
without electrical power for five days. 
Line and forestry crews, supported by 
helicopters, worked 17-hour shifts 
replacing 100 wooden poles along the 
13-kilometre (eight-mile) line, complet- 
ing the task before the evacuated resi- 
dents returned to their homes. 

Ontario Hydro’s Transmission Effects 
Demonstration Centre near Barrie 
attracted more than 1,100 visitors dur- 
ing the past year, including Ontario res- 


idents, representatives of U.S. utilit 
and farm groups — as well as ma 
Hydro employees. The centre, design 
to demonstrate the effects of 500-k 
lines on people, animals and far 
equipment working beneath them, 
developing a mobile demonstration u 
scheduled for service this year. 

During 1980, more than 80 projec 
were in progress to select routes f 
transmission systems, including tl 
upgrading and relocation of old 
power lines and the construction of n¢ 
transformer facilities. Regulato 
authorities approved 22 of these pr 
ects to proceed to property acquisiti 
and construction. The remainder are 
various stages of completion. 

Ontario Hydro tries to recognize ad 
quately the importance of publ 
participation in the planning of proje 
work. Asa result, Hydro again relied ( 
the valuable contributions made by t 
public and all levels of governme 
involved in planning programs 
expand and improve the provincial ele 
trical system. 

During the year, 16 committees ma¢ 
up of local citizens and municipal ge 
ernment Officials assisted Hydro in tk 
project work. The volunteer committ 
members examined the need for ne 
facilities and the alternatives availabl 
and indicated the values they place ¢ 
several environmental factors. 

Ontario Hydro staff also supportt 
two major studies in Eastern and We: 
ern Ontario concerning future expa 
sion of existing transmission facilities 
meet the growing demand for elect 
power in these areas, and to impro 
system reliability and interconnectic 
with United States and Quebec utiliti 

Approximately 30,000 informatic 
handouts were provided to individué 
involved in planning studies. Over | 
presentations were also made to lo¢ 
councils and groups involved in trar 
mission and generation projects and ‘ 


ers from Hydro’s research division (right) install underwater 
be lights at the Bruce generating station to discourage 

from approaching the plant's cooling water intakes. 

d below, a fish-eye lens provides a dramatic photo of a 
er-lifting machine used in upgrading existing transmission lines. 


ph eS ere eens 


x 


dro engineer Bill Chisholm uses these scale models to test the effects of lightning strikes on various types of transmission towers. 


Assembly-line workers at the Americ 
Motors (Canada) Ltd. plant in Brampton, 
electric welding equipment in buildi 
Concord and Eagle automobiles — a visua 
spectacular indication of the importance 
electricity to the industries of Ontar 


Hydro continued its involvement in uranium exploration program 
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information centres established with 
project study areas. 


Fuel Supplies 


Ontario Hydro spent $674 million ¢ 
fuels for generation during 1980, cot 
pared to $606 million in 1979 — % 
increase in costs of 11.2 per cent. 

Total coal deliveries to generating st 
tions from U.S. mines totalled 8.2 m 
lion megagrams (9.1 million tons). TI 
bulk of these deliveries were mac 
under long-term contracts. Moveme 
of Western Canadian bituminous co 
by the integrated transportation syste 
amounted to 2.6 million megagrams (2 
million tons) delivered to East Syste 
stations, principally Nanticoke genera 
ing station. 

Deliveries of residual oil totalle 
300,000 barrels for electricity produ 
tion requirements at Lennox generatir 
station and to support the steam pr 
duction requirements of the Bruc 
Heavy Water Plant. Natural gas delive 
ies of 4.7 billion cubic feet to Heat 
generating station were approximate 
71 per cent less than in 1979. 

Development of facilities for the pr 
duction of uranium supplies under co 
tract with two Elliot Lake produce 
continued in 1980. 

Initial deliveries under the contra 
with Denison Mines Limited con 
menced in 1980 as scheduled. A 197 
lease agreement with Uranium Cana¢ 
Limited for uranium concentrates wé 
retired in late 1980. : 

Ontario Hydro continued its involv 
ment in uranium exploration program 
carried out by Shell Canada Limite 
Amok Limited, Norcen Energy Resou 
ces Limited and Canadian Nickel Con 
pany Limited. Participation is on a mo 
est scale and is intended to ensure th 
continued availability of adequat 
domestic uranium supply alternative 
at competitive prices, particularly i 
light of the active involvement of fo! 
eign interests in Canadian uraniut 
exploration. : 


Health physics technician Doug Ki 
runs Clerical staffer Susan Drane thro 
the whole body counter at Hy 
central safety services division in Picker 
The counter is used to determ 
whether workers have inhaled or ingested a 
radionuclides at the nuclear plar 


: 


; 


The skill and dedication of Hydro staff members was a key facto 


Technician Brian Handy needed snowshoes to reach this acid rain monitor at a remote research 
station operated jointly by Ontario Hydro and the Ministry of the Environment. 
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Purchases 


The total value of Ontario Hydro awarc¢ 
for fuels, equipment, materials and se 
vices during 1980 was $1.7 billion. T 
represents an increase of $100 milli 
from 1979. During 1980, outstandi 
commitments remained at $2.6 billiot 
Canadian sources, excluding p 
mary fuels, received 79.7 per cent of t 
total value of 1980 purchases, 90.9 pe 
cent of which was awarded in Ontari 
This represents an increase of 2 pe 
cent in the value of Canadian aware 
from 1979. The equipment and mater 
als expenditures will create 14,00 
man-years of employment in Ontario 
In general, the availability of mate 
rial was adequate during 1980, with co: 
increases reflecting inflationary trend 


Human Resources 


The skill and dedication of Hydro 
28,900 staff members was a key factor! 
the Corporation’s ability to met 
Ontario energy needs during 1980. S 
eral measures were initiated during th 
year toward career planning and effo 
was extended to encourage women | 
develop careers within Hydro. 

Safe working conditions again con 
manded serious attention, and 
despite the formation of a task force 
analyse accidents and the introducti 
of system safety techniques — the 
were three occupational fatalities 
1980. The disabling injury rate was 
per million man-hours and the days lo 
due to injury were 0.4 per cent of schet 
uled working days. 

A collective agreement with men 
bers of the Ontario Hydro Employee 
Union resulted in pay increases of abo 
10 per cent effective April 1, 1980 wit 
provision for further increases in th 
second year of the agreement. An ove 
all pay increase averaging 10 per cet 
was awarded to members of The Societ 
of Ontario Management and Profe; 
sional Staff by arbitrator Judge Georg 
Ferguson. 


Nuclear Safety 


Nuclear safety received considerabl 
attention in 1980. Environmental me: 


Hydro announced programs to cut acid gas emission by 50 per cen 


surements of radioactivity in the vicin- 
ity of Hydro’s nuclear plants were 
less than one per cent of emission limits 
approved by the Atomic Energy Con- 
trol Board. In the nuclear power pro- 
gram there were no public or occupa- 
tional fatalities or injuries due to radia- 
tion exposure. 

Improvements were made to the con- 
tingency plans to be followed at Hydro’s 
nuclear stations in the event of an emer- 
gency. Changes — based on analyses of 
both the Three Mile Island accident 
and the Mississauga train derailment — 
involved evacuation procedures and 
liaison with police and other authorities. 


Air Quality Control 


Early in 1981 Ontario Hydro, in con- 
junction with the Ministry of the Envi- 
- ronment, announced it will undertake a 
$500 million, 10-year program to cut 
emissions of acid gases from its coal- 
fired generating stations by about 50 
per cent by 1990. The program, which 
was agreed to by the Board of Directors 
and which later became the basis for an 
Environment ministry regulation, 
includes the design and installation by 
1987 of flue gas scrubbers on two units 
at either Lambton or Nanticoke — two 
major coal-fired stations. Scrubbers are 
capable of removing 90 per cent of the 
sulphur dioxide from the flue gas 
stream. In addition, special burners will 
be installed at Lambton, Nanticoke and 
Lakeview generating stations to cut 
emissions of nitrogen oxide. 

As part of the program, Hydro will 
continue purchases of hydro-electric 
power from Manitoba, increase its 
buying of low-sulphur coal for blending 
and continue to purchase washed coal. 
It is also expected that a lower average 
load growth of 3.1 per cent through to 
the year 2000, start up of nuclear units 
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at Bruce B, Pickering B and Darlington 
between 1983 and 1991, and a second 
500-kilovolt line from Bruce generating 
Station will help lower emissions by 
decreased dependency on coal-fired 
generation. 


Beetle 


Larry Rankine prepares one of the more 
than 150,000 radiation dosimetry badges worn 
each year by Hydro’s nuclear plant workers. 


Dozens of overhead heat la 
are vital to the birth and survival of m 
than 20,000 birds hatched each w, 

at King Cole Ducks Ltd. near Newmar, 


Research, Design and Developme 


The start of engineering and procur 


ment activities for the installation 
facilities for a tritium removal system 
the Pickering generating station beg: 
in August after approval by the Boat 
of Directors. This facility is to be i 
service in 1985 and will cost appro 
imately $58 million. It will remo 
radioactive tritium from the Pickerir 
reactors and concentrate it in a cher 
cal form that can safely be stored. O 
year’s production of tritium at Pick 
ing would just about fill a plastic gr 
cery bag. The facility has been design 
to maintain and improve worker safe 
within the plant, and to develop Hydro 
expertise in specialized areas of hydr 
gen technology, which is vital in th 
development of future hydrogen ener 
systems. 

As part of Hydro’s commitment i 
produce another 2,000,000 kilowatts 
electricity from water power, 17 poss 
ble hydro-electric sites have been id 
tified throughout Ontario. Upgradi 
and renewal of generating equipment: 
several older hydro-electric statio 


Mini-Hydel generating station — 
135-kilowatt unit — were carried out 
Wasdell Falls near Orillia. This is a pr 
fabricated, water-powered generate 
designed to replace diesel units for t 
supply of power to remote commu 
ties. A second unit will go into oper 
tion at Sultan, 20 miles from Chaplea 
in 1981. 

While the bulk of Hydro’s resear 
concerned high-technology research 
all aspects of electrical generation, st 
ies continued in the use of solar ener: 
insulation and heat storage furnaces é 
part of the government’s alternati 
energy program. Work is also conti 


ts 


ig 


ing, in cooperation with the federal gov- 
ernment, on the safe storage and dis- 
posal of nuclear wastes and on acid gas 
emission and their control. 


Energy Security 


Hydro also is involved in a broad range 
of energy security initiatives aimed not 
only at conserving energy, but substi- 


Hydro is financially self-sustaining, derives no revenue from taxe 


The Corporation 


Ontario Hydro is a special statutory 
corporation established by the Provin- 
cial Legislature in 1906 with broad pow- 
ers to produce, buy and deliver electric 
power throughout the province. 

The Corporation’s primary responsi- 
bility is to provide power to municipali- 
ties — over which it has certain regula- 
tory functions — which in turn distrib- 
ute the power to customers in their 
areas. Hydro also supplies more than 
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tuting electricity for oil, and developing 
alternate or renewable energy sources. 
Some of these projects are undertaken 
in cooperation with the Ontario Minis- 
try of Energy, the Canadian Electrical 
Association and various universities and 
industries. 

They involve the search for energy 
from wind, wood and refuse burning, 
hydrogen, methane, biomass, peat and 


100 direct industrial customers and 
about 770,000 retail customers in rural 
areas not served by municipal utilities. 

Hydro is part of a massive electric 
grid that provides interconnections with 
Manitoba Hydro on the west, Hydro- 
Quebec on the east, and with utilities in 
New York and Michigan states to the 
south. 

Ontario Hydro is a financially self- 
sustaining corporation that derives no 


For little Kael Buck — and 

his furry bedmates — the long and lo 
journey down the hallway to | 
parents’ room is made less terrifyir 
by his friend, the night lig. 


algae culture. Photovoltaic solar cel 
are also being tested, as is the feasibili 
of using hot water and steam froj 
nuclear stations, to heat greenhouses 

Hydro also received in 1980 the fir 
of up to 20 electric vehicles as part of 
two-year test program to evaluate the 
impact on the electric system shou 
they come into widespread use becaus 
of rising gasoline prices. 


revenue from taxes. 

The Power Corporation Act Revise 
Statutes of Ontario 1970, c. 354. 
amended by which Hydro is governé 
sets out that power be provided to th 
municipal customers at cost. Costs aj 
defined in the act as including charg 
for power purchases, operation, mai’ 
tenance, administration, fixed charg| 
and reserve adjustment. Fixed charg 
include interest, depreciation and fl 
provisions for the retirement of del 
over a 40-year period. : 

The Province of Ontario guarante| 
the payment of the principal and inte 
est on bonds and notes issued to 
public by Ontario Hydro. In the case} 
public borrowing in the United Staté 
the Province borrows on behalf} 
Hydro by issuing its own debentufl 
and advancing the proceeds to Ontaf 
Hydro upon terms and conditiol 
agreed upon between the Corporati 
and the Treasurer of Ontario. | 

Ontario Hydro is administered b 
Board of Directors consisting of a chal 
man, a vice-chairman, a president al 
not more than 10 other directof 
Regular review of strategy, prografl 
and resources is a function of t 


{ 
f 


chairman, the president, the two ex 
cutive vice-presidents and the secreta 
and general counsel. 
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COMPARATIVE STATISTICS 


1980 1979 1978 


Operating 

ipependabic peak capacity. OOOK Weer ane 24,457* 
December primary peak demand (000 kW)...... 16,808 
Primary energy made available (000,000 kWeh)... 100,174 
Customer 

Primary energy sales (000,000 kWeh) 

Ren (Al IU CS meme detec yeete ere hs artis ae 64,898** 
PUPAE CCA eget et ter oiness: «1.5 ge at ose ron Re ge soe! 1293355 
WIE C INCUSLTIAl seer teat: try .e tre A = ame 16,432** 
OLA er eer eee i ne eee Sa iy Ee Oe 94,263** 
Secondary energy sales (000,000 kWeh)......... LOR 27 
Total Ontario customers (000) 

RoI TI CIAL a eres 5 en ae re 2 Acie 
| PREY Rhy coh pe SL aie SI Noone ened a Ae PRE pr Pigs 
SP OMMIelCCiAl ala NCUStilal etree al eee 228" 
TLRS a eR an RRB ne PR A 2.920%% 
Average annual kWeh per customer 

FrOSIGOMULAl any weet sean ence rics he eel penn Oe 9 ,930** 
| FL RIEN) i 5 coe aa Po aa Yn aD eae 19,978** 
Wontmercial and industrials. 45 <6. .a ee 205 2005" 
Average revenue per kWeh (¢) 

PeSCCTICI ALD Red eta eet targiainn Nala ene wae ee: 3.045" 
| CEE 1 bY .2 Se oe ae ea a2 ee S45 
(Pommerciaand ndusttial eae. espace eee ee Dk akin 
Financial 

Bonds and other long-term debt issued ($000,000) . 1,462 
Gross expenditures on fixed assets ($000,000) .... 1,529 
Revenues ($000,000) 

LcinlabyspOWel ald CneIrvy <2. at ae 2,458 
Se COndaLY DOWEL and energy mwa) le ue 361 

EN SS EST LOU) CL) ect ree tar pesray asain annaca enc, sate aa 15,593 
Picimavclave TOL VeAtic Waker. wean © pinuel en ete 28,902 


a 


24,429* 
16,365 
Obst IPA] 


63,349 
13,011 
lie iieys 


92,117 
11,662 


2,449 
113 
316 


2,878 


9,839 
19225 
204,113 


Dae 
3.42 
2AdD 


1,405 
1,659 
Jada 


346 
14,514 


28,385 


*Includes mothballed generation; 1980 — 1,704,000 kW and 1979 — 550,000 kW 


** Preliminary 
*** After deducting excess revenues of $130 million 


22,845 
Le 
ODO 13 


61,285 
12977 
14,775 


88,987 
10,393 


2,411 
115 
307 


2,833 


eH) 
185279 
200,601 


2.98 
8A 
Pod) 


1,847 
1,694 


Iog Mtn 


289 
13,163 


27,850 


WOES: 


18,667 
14,513 
84,222 


54,523 
11,049 
12,588 


78,160 
4,924 


Dao 
125 
285 


2,647 


9203 
15,914 
188,583 


1.94 
2.24 
[39 


1,601 
1,442 
1,028 

43 
O90 


25,361 


1970 


12,670 
11,239 
64,289 


38,848 
7,508 
13,680 


60,095 
3,721 


2,014 
128 
246 


2,388 


7,750 
12,305 
174,339 


Jancial Review 


ario Hydro’s net income for 1980 was $216 million as 
pared with $268 million in 1979, adecrease of $52 million. 
yme for 1980, however, was reduced by an extraordinary 
rge of $160 million arising from the cancellation of the 
leyville construction project when plans to complete an 
Jeled generating station at Wesleyville were discontinued. 
jtal 1980 revenues were $2,819 million. Revenues from 
S of primary power and energy in 1980 amounted to 
158 million, an increase of 11% over the previous year. 
increase of $237 million was primarily due to the 8.3% 
ease In bulk power rates and, to a lesser extent, increased 
me of sales. In 1980 the total primary delivered load 
eased by 1.8% and delivered energy by 2.1% over 1979. 
enues from sales of secondary power and energy 
yunted to $361 million in 1980, $14 million or 4% higher 
1 in 1979. This increase in secondary revenues resulted 
nly from increased prices for sales of electricity to United 
2S utilities. 
osts, excluding financing charges and the extraordinary 
|, totalled $1,768 million in 1980 compared to $1,646 
on in 1979, an increase of 7%. Operation, maintenance 
administration costs were $640 million in 1980, an 
ease Of $38 million or 6% over 1979. This increase resulted 
nly from the escalation of labour and material costs, and 
eased costs of operating and maintaining facilities in 
ice. The cost of fuel used for electric generation increased 
68 million to $674 million in 1980 reflecting an 8% increase 
le volume of electricity generated by thermal stations and 
11% increase in the average unit cost of fuels burned. 
ments required under the nuclear payback agreement 
reased by $4 million in 1980. Depreciation costs rose $21 
onin 1980 to $306 million, mainly as the result of additional 
Sformation and transmission facilities being placed in 
Ice. 
terest and foreign exchange costs charged to operations 
led $675 million in 1980, $20 million or 3% higher than 
9. Interest costs increased by $72 million or 12% over 
9, reflecting financing costs associated with new fixed 
sts in service and new borrowings at higher interest rates 
lally offset by gains on the retirement of bonds. However, 
ign exchange costs decreased $52 million from 1979 
nly as a result of the decreased level of foreign debt retired 
financed during 1980. 
Ye amount of net income appropriated for debt retirement, 
2quired by The Power Corporation Act, increased by $12 
on in 1980 to $138 million. The remaining $78 million 
nce of 1980 net income was appropriated for stabilization 
ites and contingencies compared to $142 million in 1979. 
1e Overall financial position of the Corporation, as reflected 
he debt-equity and interest coverage ratios improved 
ng 1980 as shown below: 


ncial Ratios 1980 1979 
t-Equity 846 848 
rest Coverage 132 1.26 


FINANCIAL SECTION 


In 1980 the major application of funds was for the con- 
struction of new plant and facilities. Net additions to fixed 
assets were $1,470 million, comprised of $968 million for 
generation facilities, $219 million for transmission and dis- 
tribution facilities, $76 million for heavy water facilities, $116 
million for the production of heavy water and $91 million for 
administration and service assets. Net additions were $105 
million lower than those in 1979, mainly as the result of the 
reduced level of expenditures on generation and heavy water 
production facilities. The expenditures during 1980 and 1979 
on major generation facilities under construction were: 


1980 1979 

Major Generation Facilities Expenditures Expenditures 
Under Construction $ million $ million 
Nuclear Generating Stations 

Bruce “B” 435 386 

Pickering “B” 291 326 

Darlington 69 56 
Fossil Generating Stations 

Thunder Bay 89 124 

Atikokan 39 (as) 


Other 1980 applications of funds were increases In advance . 


payments for fuel supplies of $147 million, increases in 
accounts receivable and other assets of $78 million and 
increases in fuel, materials and supplies of $48 million. In 
addition, decreases in accounts payable and accrued interest 
amounted to $120 million in 1980. 

Funds provided from operations in 1980 amounted to $682 
million while net financing provided $1,180 million. Compared 
to 1979, these amounts increased by $130 million and 
decreased by $250 million respectively. 

Proceeds from the issue of long-term bonds, notes and 
other long-term debt during 1980 totalled $1,462 million. 
Canadian bond issues of $950 million were floated publicly, 
and a further $500 million was issued to the Province of 
Ontario with respect to Canada Pension Plan funds advanced 
to Ontario Hydro. The average coupon interest rate of bond 
issues in 1980 was 13.0%, aS compared to an average rate of 
9.9% in 1979. There were no foreign long-term debt issues 
during 1980. Additional funds were provided by reducing the 
level of cash and investments by $195 million and increasing 
the short-term notes payable by $124 million. Leases of capital 
equipment valued at $12 million provided other long-term 
financing. Retirement of long-term debt during the year 
amounted to $602 million. 
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Auditors’ Report 


We have examined the statement of financial position 
of Ontario Hydro as at December 31, 1980 and the 
statements of operations, equities accumulated 
through debt retirement appropriations, reserve for 
stabilization of rates and contingencies and changes In 
financial position for the year then ended. Our 
examination was made in accordance with generally 
accepted auditing standards, and accordingly 
included such tests and other procedures as we 
considered necessary in the circumstances. 


In Our opinion, these financial statements present 
fairly the financial position of Ontario Hydro as at 
December 31, 1980 and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year. 


CLARKSON GORDON | 
Chartered Accountants 


Toronto, Canada 
March 30, 1981 


»accompanying financial statements have been 

ared by management in accordance with generally 
epted accounting principles in Canada, applied on a 
isistent basis. In management's opinion, the financial 
ments have been properly prepared within 
sonable limits of materiality and in the light of 
rmation available up to March 30, 1981. To assist the 
der in understanding the financial statements, the 
‘poration’s significant accounting policies are 
Amarized below: 


ed assets 

‘d assets are capitalized at cost which is comprised of 
erial, labour and engineering costs, plus overheads, 
reciation on service equipment and interest 

licable to capital construction activities. In the case of 
eration facilities, cost also includes the net cost of 
amissioning, and for nuclear generation, the cost of 
vy water. The net cost of commissioning is the cost of 
t-up less the value attributed to energy produced by 

S during their commissioning period. The cost of 

vy water is the direct cost of production and 

licable overheads, plus interest and depreciation on 
heavy water production facilities. Leases which 

‘sfer the benefits and risks of ownership of assets to 
ario Hydro are capitalized. 

iterest is capitalized on construction in progress at 

Ss which approximate the average cost of long-term 

ds borrowed in the years in which expenditures have 
n made for fixed assets under construction. The 

ctive annual rates were 10.2% in 1980 and 10.0% in 
9. 

itis decided to significantly extend the construction 
od of a project, interest is not capitalized on 

struction during the period of extension. If a project is 
»rred after construction has started, mothballing costs 
dciated with the deferment are charged to operations. 
rest is not capitalized on deferred projects during the 
od of their deferral. If a project is cancelled, all costs, 
jding the costs of cancellation, are written off to 
rations. 


preciation 
ixed assets in service, except land, are depreciated 

a Straight-line estimated service life basis. 

)reciation rates for the various classes of assets are 
ied on their estimated service lives, which are subject 
eriodic review. Any changes in service life estimates 
implemented on a remaining service life basis. 

he estimated service lives of assets in the major 

ses are: 

Generation — hydraulic - 
| — fossil and nuclear 
Heavy water ~ 


50 to 100 years 
30 years 

over the period 
| ending in the 

| year 2030 
Transmission and distribution — 25 to 55 years 

| Administration and service — 5 to 60 years 

| Heavy water production facilities — 20 years 

Y accordance with the group depreciation practices of 
utility industry, for normal retirements the cost of fixed 


mmary of Significant Accounting Policies 


assets retired is charged to accumulated depreciation 
with no gain or loss being reflected in operations. 
However, gains and losses on sales of fixed assets, 
losses on premature retirements, and the costs of 
removal less salvage proceeds on all retirements, are 
charged to operations in the year incurred as 
adjustments to depreciation expense. 

Fixed assets removed from service and mothballed for 
future use are amortized so that any estimated loss in 
value is charged to operations on a straight-line basis 
over their expected non-operating period. 

Deferred projects are amortized so that any estimated 
loss in value is charged to operations on a straight-line 
basis over their expected deferral period. 


Advance payments for fuel supplies 
As part of its program to ensure the adequate supply of 
fuels for its generating stations, Ontario Hydro has 


entered into long-term fuel supply contracts. Where these | 


contracts require Ontario Hydro to make payments to 
suppliers in advance of product delivery for 
pre-production costs, these payments and associated 
costs, including interest, are carried in the accounts as 
advance payments for fuel supplies. The advance 
payments are amortized to fuel inventory as the fuels are 
delivered. 


Fuel for electric generation 

The cost of fuel for electric generation is comprised of 
fuel purchases, transportation and handling costs, and 
the amortization of advance payments for fuel supplies. 
Transportation costs include interest and depreciation on 
railway equipment owned by Ontario Hydro. Fuel used 
for electric generation is charged to operations on the 
average cost basis. 


Nuclear agreement — Pickering units 1 and 2 
Ontario Hydro, Atomic Energy of Canada Limited and 
the Province of Ontario are parties to a joint undertaking 
for the construction and operation of units 1 and 2 of 
Pickering Nuclear Generating Station, with ownership of 
these units being vested in Ontario Hydro. Contributions 
to the capital cost by Atomic Energy of Canada Limited 
and the Province of Ontario amounted to $258 million 
and these have been deducted in arriving at the value of 
fixed assets in service in respect of Pickering units 1 and 
2. Ontario Hydro is required to make monthly payments 
until the year 2001 to each of the parties in proportion to 
their capital contributions. These payments, termed 
“payback”, represent in a broad sense the net 
operational advantage of having the power generated by 
Pickering units 1 and 2 as compared with coal-fired units 
similar to Lambton units 1 and 2. 


Commissioning energy 

Revenues from the sale of power and energy include 
revenues from energy produced by generating units 
during the commissioning period. A charge is included 
in the cost of operations for the value attributed to the 
energy produced during the commissioning period. This 
charge is equivalent to the operating and fuel costs of 


a8) 
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producing the same quantity of energy at generating 
units displaced because of the commissioning activity. 


Appropriations from net income 

Under the provisions of The Power Corporation Act, the 
price payable by customers for power is the cost of 
Supplying the power. Such cost is defined in the Act to 


include the cost of operating and maintaining the system, 


depreciation, interest, and the amounts appropriated for 
debt retirement and stabilization of rates and 
contingencies. 

The debt retirement appropriation is the amount 
required under the Act to accumulate in 40 years a Sum 
equal to the debt incurred for the cost of the fixed assets 
in service. The appropriation for, or withdrawal from, the 
Stabilization of rates and contingencies reserve is an 
amount established to maintain a sound financial 
position and to stabilize the effect of cost fluctuations. 


Foreign currency translation 

Long-term debt payable in foreign currencies is 
translated to Canadian currency at rates of exchange at 
the time of issue. Current monetary assets and liabilities, 


including long-term debt payable within one year, are 
adjusted to Canadian currency at year-end rates of 
exchange. The resulting translation gains or losses, 
together with realized exchange gains or losses, are 
credited or charged to operations. 


Pension plan 

The pension plan is a contributory, defined benefit pla 
covering all regular employees of Ontario Hydro. The 
pension costs for each period, as actuarially determin 
include current service costs and amounts required to 
amortize any surpluses or unfunded liabilities. Pension 
plan surpluses or unfunded liabilities are amortized ov 
a fifteen year period. 


Research and development 

Research and development costs are charged to 
operations in the year incurred, except for those relate 
directly to the design or construction of a specific capi 
facility. Prior to 1979, certain development costs and 
expenditures related to the overall planning of the pow 
system had been capitalized and are being amortized 
over a 10 year period. 


Statement of Operations 


for the year ended December 31, 


Revenues 

Primary power and energy 
MUCHOS CIC Siew ene teh ets aun Seige 
Uae tallhCUStOM Cl Sastcasen a ach a whe roomy 
DirecrImaUsitialCUSIOMCrS 4.1.2.6 24 5 eno 


Secondary power and energy (note 2)......... 


Costs 


Operation, maintenance and administration......... 
Fuel used for electric generation (note 3)............ 


POWER OURCMASCC ae seeder okra aal ako ay oe oe 
Nuclear agreement — payback............... 
ComimissioningrenerGy.< «446... «1.6 ea eee scien 
WE DLC ClAUOl UlOLG 4, cating ve cunts HUM os See goa 


Income before financing charges and 


extraordinary item................... 


POKES OLC.6) tee etme he nes. Sl in Sema ean enya t 
RoOreign- exchange (NOt 6) <2..6. 40665 ae om aens 


Income before extraordinary item........... 


Extraordinary itemi(Mote 1)... ca .seu sah. ee wa eo 


NeERINCOMCr Reet arene 


Appropriation for: 
Debt retirement as required by 
Thew-owernCorporation ACt..... ess «acs 


Stabilization of rates and contingencies........ 


See accompanying summary of significant 


1980 
1980 1979 
$’000 $’000 
ose 1,608,072 1,441,557 
ore Oi S,0716 474,795 
eG 341,785 309,210 
2,458,473 2,221,562 
Serre, 360,742 346,558 
2,819,215 2,568,120 
639,572 601,422 
673,856 605,839 
eee 99,490 98,456 
Ae 49,038 93;199 
eee. BES) IRS: 
eee 305,967 284,610 
1,768,152 1,646,298 
nea ras InUS 1008 321 ,6ec 
ey. 600,399 583,332 
Cane I SZere) 70,875 
674,637 654,207 
376,426 267,615 
bis Maye 160,000 — 
ore 216,426 267,615 
es 137,743 125;902 
cree: 78,683 141,683 
216,426 267,615 


accounting policies and notes to financial statements 
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Statement of Financial Position 
as at December 31, 1980 


Assets 


Fixed assets 
Fixed assets in service (note 7)............ 
Less accumulated depreciation............ 


Construction in progress (note 7).......... 
Deferred construction projects (note 8)..... 


Current assets 

Cash and short-term investments (note 9)... 
ACCOUNTS KECEIVADIOtn. me Bence eres oe 
Fuel for electric generation (note 10)....... 
Materials and supplies, atcost............. 


Other assets 
Advance payments for fuel supplies (note 11) 


Unamortized debt discount and expense..................00. 


Long-term accounts receivable and other assets............... 


ROMO tehIMNINVESIINIGMIS = 5a 1, = yin eee: 


See accompanying summary of significant 


accounting policies and notes to financial statements. 


1980 


$000 


10,887,352 


2,443,317 


8,444,035 
4,801,293 


384 849 
13,630,177 


239 UNG 
346,840 
Olewo2 


144,179 
1,348,399 


414,105 
121,829 
78,837 


614,771 
15,593,347 


499, 
14,513,1 


rent liabilities 


iributions from the Province of Ontario as assistance 


behalf of the Board 


uirman 


nto, Canada 
eh 30, 1981 


unts payable and accrued charges...................0.. 
MMO (CS Pay AOC ato hei nrke eles Sone al ys Seo os 
en aioe Sta mea ee Oe. Cs ASR Oe ck 


ies accumulated through debt retirement appropriations... . 
irve for stabilization of rates and CONUNGENCIES# 4.8 a. ae Acs, 


Pee OTS USUI esc setae Rene sh, eye, vA ie 0 aivend Came | 


1980 


$000 


12,103,349 


TNC le) ) 


12,375,704 


370,646 
12,005,058 


470,032 
144, 525 
318,809 


370,646 
1,304,012 


iGo gs f 
505,645 


126,690 
2,284,277 
15,593,347 


1979 


$000 


ial 4 BlarRsie lo 


309,330 


WARS 157 25: 


381,540 
11,134,185 


618,455 
AU OTS 
289,941 


381,540 
1,310,006 


1,018,026 
426,817 


126,695 
2,069,538 
14,513,729 


«Say sptmeuetnemana en mn A id 4-9 2970, 


President 
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Statement of Equities Accumulated through 


Debt Retirement Appropriations 


for the year ended December 31, 1980 


Power District 


(Rural Retail and Totals 
Municipal Direct Industrial 
Utilities Customers) 1980 1979 
$’'000 $’000 $’000 $’000 
Balances at beginning of year.......... 1.053,641 457,415 1,516,026 “1739 tere 
Debt retirement appropriation.......... 93,025 44,718 ies VA 125,934 
Transfers and refunds on annexations 
by municipal utilities .......... 6,820 (8,652) (1,832) (1,087) 
Balaicesar Grid Ouved Gaia 2a Ae 1,158,456 493,481 1,651 937 = hS1G:026 
Statement of Reserve for Stabilization 
of Rates and Contingencies 
for the year ended December 31, 1980 
Held for the Held for the benefit of 
benefit of all (or recoverable from) 
customers certain groups of customers Totals 
Rural Direct 
Municipal Retail Industrial 
Utilities Customers Customers 1980 1979 
$’000 $’000 $'000 $’000 $’000 $'000 
Balances at beginning ) 
ONG) ee ee ee 450,190 1,144 (24,150) (367) 426,817 284914 
Appropriation.......... 54,474 110 22,099 1,500 78,683 141 1683, 
Transfers and recoveries | 
on annexations by 
municipal utilities ........ (253) = 508 _ 255 326 
Payment to Ontario 
Municipal Electric 
Association (note 14).... — GTO} — — (110) (109 
Balances atend of year..... 504,411 1,144 (1,043) 11355 505,645 426,812 


See accompanying summary of significant 


accounting policies and notes to financial statements. 


Statement of Changes in Financial Position 
for the year ended December 31, 1980 


Source of Funds 
Operations 


mcome before extraordinary item... .0 6. a. Ses ee ase 
_ Depreciation, a charge not requiring fundsin the currentyear .. . 


Financing 


Long-term debt 


Application of Funds 


Increase in accounts receivable and other assets.............. 
Increase imeiceleniatenials and SUDDIES concer. ee hae ca oe ees 


| 


See accompanying summary of significant 


accounting policies and notes to financial statements. 
| 


Bonds and notes payable and other long-term debt issued . . 
Become imemielomeerie a. out halk Moe aes hla. a eon te 


Short-term notes payable — increase (decrease)............. 
mash-and investments — decrease. 000.54 .ee 1 ce os vas ees 


Net additions to fixed assets (note 15)... 0.0.0... ccc eee 
Increase in advance payments for fuel supplies................ 
Decrease in accounts payable and accrued interest............ 


1980 1979 
$'000 $'000 
(note 18) 

376,426 267-615 
305,967 284,610 
682,393 552,220 
1,462,089 1,404,844 
602,110 287,794 
859,979 eal eZOS0 
124,455 (97340) 
195,410 Saale 
1,179,844 1,429,616 
1,862,237 1,981,841 
1,469,550 1,574,716 
146,722 126,680 
TS SOO Cleat 
78,331 65,239 
48,079 187,979 
1,862,237 1,981,841 


ail 


a2 


Notes to Financial Statements | | 


1. Extraordinary item 

As a result of the 1980 and 1981 forecasts projecting reduced rates of growth in future electrical demand, and 
fact that recent studies indicate it is cost effective to install nuclear and hydraulic generation before adding m 
fossil-fueled stations, the plan to complete an oil-fueled generating station at Wesleyville was cancelled effec 
December 31, 1980. An extraordinary charge of $160 million was made against income for 1980 to write off 
construction project costs and to provide for the estimated costs of cancellation. These estimates reflect the t 
current judgment of management but may be subject to adjustment when the final amounts are known. ( 


note 8.) 


2. Secondary power and energy | 
Secondary power and energy is comprised mainly of revenues of $359 million in 1980 (1979 — $345 mill 
from sales of electricity to United States utilities. 


3. Fuel used for electric generation | 
Ontario Hydro has contracted with Petrosar Limited for the supply of 20,000 barrels of residual fuel oil per day thro 
to April 1992. Because of reduced requirements, deliveries in 1979 and 1980 were less than the contract qual 
As compensation, Ontario Hydro paid $11 million to Petrosar Limited in 1979, and is negotiating with them concert 
the acceptance of lower than contracted deliveries in 1980. Pending the outcome of these negotiations, no estir 
of the cost is possible and therefore no provision was made in 1980. 


4. Depreciation 


1980 1 
$'000 $ 

Depreciation. of xed ASSets INsSClVICOS, 57 ta ten cause ON A steered i ne gee ee 334,901 326% 

Armonizalloncotceterred CONsiructiom, DrOleCtS 2. <a: a1 tema ces snes cree caren mas 13,954 8 

Gosts of removal less'salvage proceeds'on retirements. 0 5.3 426i eee LE OW ES: a 

351,428 338 

Less: 

Depreciation Chargedto—_ heavy water PrOdUCTIONS 3.4. ci fancwea sees eee 21,605 22. 
EC OMSIFUCTION IMO LOOKESS en cce nye rere can eerie ener iene 17,636 16 
—PIVCMICMelOCIrICIGOMErallOnl ax : au eam neenron sal cantare 2,248 2 

NELOaINS Olrodles Of TIKEG:ASSCIS Sah i. Bek ca tie a eel a ee es ei ncn eee 3,9h2 12 


45,461 53 
305,967 284 


Depreciation of fixed assets in service includes $3.7 million (1979 — $0.4 million) for the amortization of non-oper 
generating units which have been mothballed for future use. (See note 7.) 


5. Interest 
1980 
$'000 ¢ 
Interest on ponds notes andsother- debt. i... ca kein sh. cee ees eg eee 1,165,921 1,029 
Less: 
imrerestenarged 10.— Consiruchon In PrOOleSS "aut va hcve eae po te ee nee 328,985 282 
= HEAVY WATER DIOGUCHOR 7. c0-oa0Alee =< selene te eae cet nein aes a4 34¢ 3a 
— advance payments for fuel supplies...................0205. 29.323 1€ 
— Mel fOMneleGinic CBNCTAION, can wet tee temenrn tear en nee as 8,603 4 
Interest earned on short-term and long-term investments .............. 0.000.008, 72,664 8§ 
Net gain on redemption of bonds and sale of investments................ 0.00005 36,604 Ve 
510.522 44€ 


655,399 586 


6. Foreign exchange 


1980 
$'000 
Exchange loss on redemption and translation of foreign 
YPICT TOME LICL OR cnt ota tae es Attra ce a tate ex Ree UPR Pcie Benen rach en ere att 23,470 3( 
Exchange loss on refinancing of foreign long-term debt...................0 cae _ 3 
Net exchange (gain) loss on other foreign transactions... .............00 00.0 (4,232) I 
__ 19,238 


xed assets 


1980 1979 
$'000 $'000 
Assets in Accumulated Construction Assetsin Accumulated Construction 
Service Depreciation in Progress Service Depreciation in Progress 
aration — hydraulic. . t,700,004 390,861 i bree! 1,729,400 360/153 8,976 
—fossil...... 2,204,239 635, 1575 549,632 Bee OU OO4 556.224 311.204 
— nuclear ... 1,896,320 245,889 abo lene 1,878,802 183, aor 1,930,619 
Mewaler oo sea es 589,484 66,533 249,134 589 484 DG2er Hi Or682 
mission and 
MOWUON)... exe oo. 3,396,803 783,017 326,307 3,063,815 (PPS 456,491 
inistration and service 047,038 200,329 24,752 507,066 170,882 8,098 
y water production 
(CSAS a) ee 470,464 HZ STS 858,640 445 843 97,998 782,909 


10,887,352 2,443,317 4,801,293 10,441,984 2,147,326 3,674,929 


result of recent forecasts projecting reduced rates of growth in future electrical demand, certain fossil-fueled 
rating units were mothballed for future use; during 1979, three units at the R. L. Hearn Generating Station, 
Juring 1980, a further two units at R. L. Hearn and two units at the Lennox Generating Station were mothballed. 
capital cost and accumulated depreciation of these non-operating units, amounting to $268 million and $76 


n, respectively (1979 — $33 million and $22 million, respectively), are included in fossil generation assets 
vice. At this time it is uncertain when these units will resume operation. 
nothballing costs associated with these units were charged to operations as incurred. The costs of mothballing 
units were not significant. 
struction in progress at December 31, 1980 is comprised of: 
Planned Generating Costs Incurred Estimated Future 

| In-Service Capacity to to December Costs to Complete 
| Dates be Installed S11 t9s0 (Including Escalation) 
) wee | MW $ millions $ millions 
2ar generating stations (including 
avy water) 
ae “IBY. ofl ee re ee 1983-84 2,160 172685 1,430 
IOS. SS on ee 1983-87 3,200 1,053 3,500 
Me OLOMEE AA ee te owes See 1988-91 3,600 188 6,500 
| generating stations 
Bernier bay oe) ss oe eed. 1981-82 300 385 50 
ROI 22 ne 1984-88 400 88 850 

Reavy Water Plant "B”............ 1981 - 859 130 

er construction in progress........ — — 543 — 

4 801 


above estimates are the most recent forecasts as of March 30, 1981. Because of long construction lead 
on these projects, the assumptions underlying these forecasts are Subject to change which may affect the 
ied in-service dates and estimated future costs to complete. 


Bferred construction projects 


1980 1979 
$000 $'000 
Capital Accumulated Unamortized Capital Accumulated Unamortized 
Cost Amortization Cost Cost Amortization Cost 

> Heavy Water 

"Da ean 395,840 13,540 362,300 419,013 3,850 415,163 
syville Generating 

Be et Mn a4 = _ 244 520 3733 240,787 
BROIECIS ss Dre4, Sale war 2.549 5,941 2 Oso ere Ols) 
| 401,564 16.745 384,849 669,474 10,219 659,255 


result of forecasts projecting reduced rates of growth in future electrical demand, the Board of Directors 
the following revisions to the capital construction program: 


Heavy Water Plant “D” 

78, it was decided to stop construction on the second half of the plant and store the components. In 1979 
, decided to complete construction and then mothball the first half of the plant. It is uncertain at this time when 
ant will be used. 


»yville Generating Station 

78, units 1 and 2 were cancelled and associated costsf of $20.5 million were written off as an extraordinary 
le against income. In 1979, it was decided to stop construction on units 3 and 4 and store the components. 
lan to complete the Wesleyville oil-fueled generating station was cancelled effective December 31, 1980. 
note 1.) 


alling costs associated with the above deferrals amounting to $15 million and $20 million were charged to 
tions in 1978 and 1979, respectively. There were no mothballing costs incurred in 1980. 
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9. Cash and short-term investments 


1980 
$'000 
Cash and interest bearing deposits with banks and trust companies...............-5) 67.0rZ 2a 
Corporate bonds and oles 2... eee ne ee ee re ee ee 53,580 8 
Government and government-guaranteed securities ........ 2... eee ees 118,526 19 
239,118 381, 


Corporate bonds and notes were recorded at cost which approximates market value. Government and governm 
guaranteed securities were recorded at the lower of cost or market value; market value as at December 
1980 was $120 million (1979 — $19 million). | 


10. Fuel for electric generation 


1980 

$’000 

Fealetatig dic cc Memon 6); | Mere en ee man nee MRM WN ener cy ear ser npr atime ic mri ee eee 484 511 
Sa = 1 Vee eee Ae a eR ehh oar ON Yb ie Pe Abe Ma aa. cha 100,608 


4 

4 

460 

87 

=e Tel Dae ae ack rl eee nen te dir, ilnen tie. gPilins | Mpmmiaher 63, 33,143 
618,262 579, 


1980 
. $1000 ° 
(Cay. Oe ee ee eee OE ERT rhe Ce Mae geen eer ree a * 99,799 89 
Be eeAV Ai Vol ck eect ete te Ste nec es ace ar Cpe ta nrg Co a 314,306 177, 


414,105 


Based on present commitments, additional advance payments for fuel supplies, excluding interest, will 
approximately $322 million over the next five years, including approximately $1 42 million in 1981. 


12. Bonds and notes payable ) 
Bonds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by the curn 
in which they are payable in the following table: 


1980 1979 
Principal Weighted Principal Weig 
Outstanding Average Outstanding Avera 
Years of maturity $'000 Coupon Rate $000 Coupon 
Canadian Foreign Total Total | 
1980 — - - 364,917 
1981 237,609 116,931 354,540 328,474 
1982 206,434 i eee 386,156 433,941 
1983 171,679 203,447 Sforteo 375,199 | 
1984 99,130 115,634 214,764 1A ROS | 
1985 566,082 294,719 860,801 - ) 
1— 5 years 1,280,934 910,453 2 191,38% 8.9% 1,717,294 7.4 
6 — 10 years eheyeane Ted bi 7 Sos 770,260 TD 1,016,246 7.8 
11 — 15 years 382,643 176,062 556.705 8.5 540,668 7.9 
16 — 20 years 1:738,349 624,915 2,363,264 9.3 1,616,009 8.2) 
21 — 25 years 1.704.093: 131.01,671 2,805,764 9.3 2,390,550 9.4 
26 — 30 years 1,464,357 1,949,612 3,413,969 10.0 3,925,628 9.4 
6-623:2532 75,280,096. 12,103,349 11,206,395 | 
a a : 
Currency in which payable ) 
Canadian GGUAISa are acm ee en ds O,S20.c00 5 557,206 
Winted States dollars4h . (Rae Se es Si s27 09 5,338,998 
West German Deutsche marks........... 90,663 95,911 
SMISSuraNiCSt els Gos a a wp pea eee oak anaes 56,724 214,280 
12,103,349 11,206,395 


The bonds and notes payable in United States dollars include $3,949 million (1979 — $4,072 million) of O 
Hydro bonds held by the Province of Ontario and having terms identical with Province of Ontario issues sold 
United States on behalf of Ontario Hydro. Except for these bonds and $500 million of bonds issued to the Pre 
of Ontario with respect to Canada Pension Plan funds advanced to Ontario Hydro, all bonds and notes payab 
guaranteed as to principal and interest by the Province of Ontario. 


The long-term bonds and notes payable in foreign currencies are translated into Canadian currency at ra 
exchange at time of issue. If translated at year-end rates of exchange, the total amount of these liabilities woule 
to be increased by $794 million at December 31, 1980 (1979 — $730 million). 


ther long-term debt 1980 1979 
$'000 $'000 


alance due to Atomic Energy of Canada Limited for the purchase of Bruce Heavy 

Plant ‘A’. Under the purchase agreement, Ontario Hydro pays equal monthly 

ments of blended principal and interest to December 28, 1992, with interest at the 

TAREE Sony sol i i Se, ANAS gee See ee a te ee a 197,549 201-220 


alized lease obligation for the head office building at 700 University Avenue, Toronto. 
2ase obligation is for the 30-year period ending September 30, 2005, payable in 
d States dollars at an effective interest rate of 8%... 42,455 42,960 


alized lease obligations for transport and service equipment. Under these agreements, 

hly instalments of blended principal and interest will be paid to 1988, at effective 

PSSM AIG MOlmie.0 76 TOM G25 76). 9 os «i iw a ee Rin es SP el ee eee, 32801 21,344 
RM OC POW eCACIEAN IU lawpeete ye Gbe tb tak stew SFA NE | RY PA Pee Jo ad acon s 37,803 


EEO) 309,330 


ents required on the above debt, exclusive of interest, will total $91 million over the next five years. The amount 
ole within one year is $16 million (1979 — $17 million). 


Payment to Ontario Muncipal Electric Association 


mount of this payment is equivalent to interest on the balance held for the benefit of Municipalities in the Reserve 
abilization of Rates and Contingencies. 


Net additions to fixed assets 


dditions to fixed assets are capital construction expenditures less the proceeds on sales of fixed assets. In 1980, 
dditions to fixed assets reflect proceeds on sales amounting to $76 million (1979 — $114 million). For 1981, net 
ons to fixed assets are forecast at $2,260 million. 


>ension plan 

nost recent actuarial valuation of Ontario Hydro’s pension plan as at December 31, 1979 reported a surplus 
proximately $81 million (December 31, 1978 — an unfunded liability of approximately $23 million). The actual 
of return on pension plan investments for 1979 exceeded the rate assumed in the 1978 actuarial valuation 
ing in the elimination of the unfunded liability as at December 31, 1978. 


significant actuarial assumptions used in the 1979 valuation (1978 valuation) were: 


- rate used to discount future investment income and benefits 7% (1978 — 7%) 

~ salary escalation rate 6.75% (1978 — 6.75%) 

~ average retirement age 62.2 for males, 61.9 for females (1978 — 62.4 and 61.0, respectively) 
- common stocks valuation 5 year average (1978 — 5 year average) 


‘ension plan costs for 1980 were $43 million (1979 — $48 million), after a reduction of $7 million for amortization 
ee plan net surpluses (1979 — after including $4 million for the amortization of pension plan unfunded 
les). 


esearch and development 


B0, approximately $41 million of research and development costs were charged to operations and $4 million were 
lized (1979 — $39 million and $4 million, respectively). 
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Pension and Insurance Fund Statement of Assets 
as at December 31, 1980 


1980 1979 
$000 $000 

Fixed income securities 
Government and government-guaranteed bonds...... 299,974 286,541 
GONDORAtS DONO Sit inc sei cx tes aetna Re eh ea te te tAS059 143,125 
SUMMON GAGSS vitesse wake fare nee eee ole Seniesa eee Sheu 340,026 
TotalifixeccinComelsecuritics: <rctn = eer tae 848,369 769,692 
EquitigS:—- GONDOFaIe Shanes. Save. pence Agee ae 343,282 209 O51 
Cash anccenorilenmuinvestmentS:s auras ates anon ee (Gee Sen 
POTAINEVESEN CRIS Pea ga srt atte pet Se Bra rare aR eaten eal 1,263,934 1,127,180 
Accrued interest and dividends ................00005. 17,224 Tout 
Recewable trom-Ontario Aydro..c.. wae ee ee 2,965 748 


1,284,123 1,143,843 


Notes 

1. Accounting Policies 

In the above statement of assets which is prepared on the accrual basis of 
accounting, bonds are included at amortized cost, first mortgages at balance of 
principal outstanding and shares at cost. Total bonds and shares at December 31, 
1980 with a book value of $816 million had a market value of $928 million (1979 — 
$699 million and $732 million, respectively). 


2. Actuarial Valuation 

The most recent actuarial valuation of Ontario Hydro’s pension plan at December 
31, 1979 reported a surplus of approximately $81 million (December 31, 1978 — 
an unfunded liability of approximately $23 million). Pension plan surpluses or 
unfunded liabilities are amortized over a fifteen year period. 


Auditors’ Report 


(Pension and Insurance Fund) 


We have examined the statement of assets of The Pension and Insurance Fund of 
Ontario Hydro as at December 31, 1980. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 

IN Our Opinion, the accompanying statement presents fairly the assets of the fund 
as at December 31, 1980 in accordance with the accounting policies described in 
note 1 applied on a basis consistent with the preceding year. 


Toronto, Canada CLARKSON GORDON 
March 30, 1981 Chartered Accountants 
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Head Office, 700 University Avenue, Toronto M5G 1X6 


Ontario Hydro is a special statutory corporation pro- financially self-sustaining and provides power at cost 
viding electricity for municipal utilities, rural customers bonds, notes and debentures issued to the public 
and a group of large direct industrial customers. It is guaranteed by the Province of Ontario. 


PORT OF THE 

IARD OF DIRECTORS 
ONTARIO HYDRO 

Rm THE YEAR 1987 


' Honourable Robert Welch, 
ister of Energy 


the Board of Directors, 
mit to you this report of the 
ncial position and relevant 
ario Hydro activities for the 
r 1981. We would like to 
1k you and the staff of the 
istry of Energy for the co- 
ration and understanding 
nded during the year. 


behalf of the Board 


n interview 
ith Hugh Macaulay 


| 


Hydro appears to be a major instrument 
he government's determination to 


nulate the provincial economy. Can you 
nment on this? 


The Ontario government has called Hydro’s 
yer system a cornerstone of the provincial econ- 
y, and said that the continued vitality and devel- 
nent of that system is essential to sustaining 
tario’s economic growth. That kind of thinking, 
pled with a new awareness of the value of indige- 
is energy resources and the need to end our 
yendence on fossil fuels, has resulted in new 
yroaches to planning at Ontario Hydro. Instead 
vorking merely to meet anticipated demand, we 
now looking at a wider role for Ontario Hydro, 
| considering the effects our large construction 
jects, our exports, our rates, and in fact all our 
vities can have on the social, environmental and 
nomic life of the province. That’s one reason why 
re going ahead with new hydro-electric projects 
completing the nuclear ones we’ve started while 
re in a period of surplus generation. But it’s not 
only reason. 

)ntario’s demand for electricity is growing annu- 
r at an average of three per cent, and it takes 10 to 
years to bring new generating plants on stream. 
‘re looking a long way down the road. A lot of 
ags can change. We've got to be ready for anything 
t comes along. 

ee challenge that faces us is to play an increasing 
e in the life of the province while continuing to 
vide electricity to our customers in an efficient, 


iable, and affordable way. 


Ee 
For the first time in several years, 

dro’s proposed rate increase for 1983 is 
ther than the predicted inflation rate. 

ies this foretell even larger rate hikes in 
ure years? 


In real terms, the price of electricity to consumers 
Ontario has declined since 1978. That is, our 
aual rate increases in the period 1978 to 1981 
ve averaged one per cent below the forecast rate 
inflation. And the 1982 rate was below the fore- 
t rate for this year. The rate proposal submit- 
.to the Ontario Energy Board for 1983 averages 13 
-cent for municipal utilities and 14.8 per cent for 
ect industrial customers. With 1983 inflation fore- 
t at 12.5 per cent, we’re going to be slightly over 
lation. But we are facing some extraordinary 
denses over the next few years above and beyond 


Ontario Hydro’s senior management team (from left): 
Chairman Hugh Macaulay, President Milan Nastich 
and Executive Vice-Presidents Pat Campbell and Arvo 
Nutenberg on a visit to the Bruce Nuclear Power 
Development near Kincardine. 


the normal inflationary pressures on our fuel and 
operation costs. Hydro will be placing in service 
large, high capital cost generating stations as well as 
major new transmission facilities. In addition, we 
are experiencing record-high interest rates and a 
weak Canadian dollar. Both add to the cost of the 
money we borrow in Canada and foreign countries 
to pay for these new projects. Part of Hydro’s capital 
expenditures over the next few years are necessary 
to meet the Ontario government’s objective of an 
economic system for the 1980s based increasingly on 
electrical power and nuclear technology. Our cur- 
rently committed generation expansion program will 
cost an estimated $21 billion. About 90 per cent of 
this will be spent on construction of the Darlington 
nuclear station and completion of the Pickering B 
and Bruce B nuclear facilities. Nuclear stations have 
significantly lower fuelling costs. For example, in 
1981 the cost of nuclear fuel to generate one 
kilowatt-hour of electricity was only one-tenth of the 
cost of the coal needed to make the same amount of 
energy. The introduction of this additional nuclear- 
generated power into our system will markedly 
reduce the need for more costly coal purchases and, as 
an added bonus, will reduce the acid gas emissions 
from our coal-fired stations. All this will mean, we 
believe, more stable rates in the mid-1980s, when we 
more fully realize the nuclear advantage. 


Q. Economic issues aside, what do you 
consider the biggest problem facing Ontario 
Hydro? 


A. I guess it would be obtaining approval for trans- 
mission lines or getting the power to where our 
customers are. Especially in the southwestern and 
the eastern sections of Ontario. In both areas our 
transmission systems are operating near capacity. In 
the east we must improve the system to meet the 


growing demands of the Ottawa area and increase 
the capacity of interconnections with Hydro-Quebec. 
In the west similar growth demands have to be met. 
There is also a critical need to get the cheaper 
nuclear-generated energy from the plants near Port 
Elgin into the Hydro system. The sooner we get 
lines out of Bruce, the sooner we save millions of 
dollars from burning coal, with its accompanying 
pollution problems. Proposals for both the east and 
southwest systems have undergone intensive and 
costly public participation studies, and Hydro has 
identified preferred plans for both systems. These 
plans have been presented at public hearings under 
the new Consolidated Hearings Act — a process 
designed to speed up the old multi-tiered system. 
Following approval of these system plans, the actual 
route selection process begins. It still takes time, but 
in the long run it serves the best interests of our 
customers and the province. 


Q. What about acid rain? Hydro is Ontario’s 
second-largest contributor. Don’t you have 
to set an example in cutting down on 
emissions? 


A. That’s exactly what we’re doing. As we announced 
early in 1981, in concert with the Ministry of the 
Environment, Hydro is undertaking a $600 million, 
10-year program to cut acid gas emissions from our 
coal stations by about 50 per cent between 1982 and 
1990. We'll do that despite the fact that demand for 
electricity will be going up by 32 per cent in the same 
period — and we'll maintain current levels of exports 
in the bargain. Hydro is responsible for two to four 
per cent of the acid rain that falls on sensitive areas 
in Ontario. Cutting that contribution in half won’t in 
itself do much to solve the overall problem of acid 
rain in Ontario — after all, about two-thirds of it 
blows across the border from the USA — but as a 
public company Hydro has a responsibility to take 
exemplary and definite measures to deal with acid 
rain. On behalf of electricity customers in Ontario, 
that’s what our program provides. 


Q. Fair enough. But Hydro is planning major 
export sales of electricity to the United 
States, much of which will be coal-fired. 
Don't those sales run counter to Hydro’s 
acid gas reduction program? 


A. No. With or without any export sales, we’re going 
to cut emissions in half by 1990 — that’s what the law 
says we have to do. Of course, we’re very interested 


D 


in exporting electricity. Our current surplus capa 
ity makes that extremely attractive. It’s important 
remember that we’re currently exporting about 
billion kilowatt-hours of electricity a year; in 19¢ 
we hope to increase that amount slightly, while ha 
ing reduced our acid gas emissions by 50 per ce! 
Both federal and provincial governments have su 
ported the concept of exports of power — becau 
electricity is a manufactured product, and like a1 
manufactured good, its international sale hel 
Canada’s balance of payments deficit. And in 198 
exports of electricity meant that everybody’s Hyd 
bills in Ontario were 6.5 per cent lower than th 
would have been without exports. 

Lower electricity rates in Ontario attract jobs a 
industry to the province. So export sales are_ 
important part of Hydro’s business. When they c 
exist along with a dramatic reduction in acid g 
emissions, they are definitely in the best interests 
Ontario and Canada. 


Q. Do recent amendments to the Power 
Corporation Act indicate Hydro is evolving 
from its traditional position as an electric 
utility into an energy company? 


A. In the past few years, the by-products of electri 
generation, such as steam and hot water, have be 
recognized as having valuable commercial appli 
tion. Steam from our Bruce nuclear plant is a case 
point. Amendments to the Power Corporation Act 
1981 allow Hydro to sell steam to a marketing agen 
which in turn will sell it to interested industr: 
firms and greenhouse operators. In fact, Hydro ha 
number of current or potential products besides el 
tricity, such as hydrogen, oxygen, heavy water, a: 
tritium. Warm discharge water from our therm 
and nuclear plants could also lead to fish and shrir 
farms, and the production of methane. Wherever t 
industrial process of making electricity can help 
save other energies, we'll be looking at possible p! 
jects — as long as the electricity buyer in Onta1 
doesn’t have to subsidize them. 


Q. Hydro is one of the utilities most involve 
with nuclear energy in North America. 
What's your reading of current public 
attitudes towards nuclear in Ontario? 


A. Public attitude research tells us different thin; 
generally depending on how the questions are aske 
Hydro’s nuclear energy program enjoys the supps 
of the Ontario government, so obviously that’s o 
important test of public opinion. I think most peoy 
in Ontario accept the need for nuclear energy in tl 
province. And it’s an established fact of life. Alm: 
35 per cent of the power we made in 1981 came fr¢ 
nuclear plants. Ontario Hydro’s excellent safe 
record, and the fact that we took seven of the top 
places in world reactor performance in 1981, make 
easy to argue the advantages to Ontario of nucle 
energy. Facts tend to speak for themselves. 


Does all this apparent thrust toward 
Jitional generating capacity suggest 

dro is moving away from its conservation 
gram? 


Jefinitely not. In fact, you can say that the cheap- 
and most helpful form of new generation is the 
watt we save by conservation. We have a vigor- 
conservation program in place. Our message to 
public is use electricity wisely, and save it wher- 
r possible. Elsewhere in this report Hydro’s Pres- 
nt comments on new incentives designed to pro- 
te effective and efficient use of electricity. These 
the kinds of activities in which people want 
dro to show leadership. Heating homes with elec- 
ity will become increasingly attractive compared 
n heating with gas or oil, and we have an obliga- 
1 to give people the facts they want to know about 
alternatives. 
‘that’s why we launched the Residential Energy 
visory Program (REAP) in September of 1981. 
is program, now available to our rural customers 
| soon to be extended to the municipal utilities, 
es householders free advice from energy experts 
he most efficient and economical heating systems 
licable to their home. We also have energy use 
[load management programs underway, and are 
olved in the Ministry of Energy’s solar and heat 
np programs. Anything that helps save any kind 
nergy — including electricity — is of interest to 


Your projected capital expenditures will 
substantial over the next few years. What 
ect will this have on Hydro’s financing 
gram and on the corporation’s financial 
indness? 


increased capital expenditures mean that Ontario 
dro will have to borrow more than in recent years. 
feel that the amount of capital required can be 
sed. While capital markets have become more 
atile, Hydro has access to a wide range of financ- 
options. The challenge for Ontario Hydro, given 
high uncertainty in capital markets, 1s to find the 
ht mix of financing. We don’t want all our financ- 
to be locked into today’s high interest rates for 
next 20 to 30 years. So I foresee an increased use 
shorter term debt and other financing sources to 
p reduce interest costs. This is also the likely 
ection in which the capital markets are heading. 
dro’s approach is to keep ahead of the times and is 
just a result of our increased capital expendi- 
eS. 
The increased level of borrowing over the next 
’ years will slow down progress toward the 
evement of our desired level of financial sound- 
s. We plan to continue raising some of the 
uired funds through revenues. We have taken a 
k at our financial picture in the medium term and 
confident that an acceptable level of financial 


soundness can be maintained without undue upward 
pressure on rates. 


Q. In 1981, you accepted a second term 
as Chairman of the Board. Can you 
summarize your impressions of your 
first term? 


A. They’ve been eventful years — to say the least. If I 
had to think of a catch phrase to describe what I’ve 
seen happen at Hydro over the past three years, it 
would be consciousness-raising. I think Hydro is 
much more aware of the role it plays in the social, 
economic, and political life of Canada. We’ve made 
considerable progress toward our goal of improving 
communications with the public and our employees. 
I’m continually impressed by the technical reputa- 
tion Ontario Hydro has around the world, and ’'m 
confident that will continue. As we become more 
aware of our place in the environment — both natu- 
ral and man-made — I think we'll continue to 
improve our service to our customers and the prov- 
ince as a whole. An early impression of the dedica- 
tion and capability of Hydro staff has remained with 
me over the years. The co-operation and under- 
standing I have received — even when the issues 
were thorny ones — from our partners in the Ontario 
Municipal Electric Association, the Association of 
Municipal Electrical Utilities, and from the Minis- 
try of Energy and members of the Ontario Legisla- 
ture have made my job more enjoyable. And the 
support of Hydro Presidents Milan Nastich and 
Doug Gordon, along with help from Hydro employ- 
ees at all levels, has been invaluable. 


Q. Do the four changes on the Hydro Board 
of Directors in 1987 in anyway change the 
unique nature of your Board? 


A. When Hydro changed from a commission to a 
special statutory corporation in 1974, it was decided 
the Board of Directors — appointed by the Premier — 
would represent almost every segment of Ontario’s 
population. Board changes during 1981 maintained 
this unique representation. Retired during the year 
were four members of the original Board: William 
Dodge, former Secretary-Treasurer, Canadian 
Labour Congress; Allen T. Lambert, former Chair- 
man and Chief Executive Officer, The Toronto- 
Dominion Bank; J. Dean Muncaster, President and 
Chief Executive Officer, Canadian Tire Corporation 
Limited; and Robert J. Uffen, Professor, Depart- 
ment of Geological Sciences, Queen’s University. 
Appointed during 1981 were: J. A. Gordon Bell, 
President and Chief Operating Officer, Bank of Nova 
Scotia; Albert G. Hearn, former Vice-President, Ser- 
vice Employees International Union; O. John C. 
Runnalls, Professor of Energy Studies, University of 
Toronto; and Leonard N. Savoie, President and 
Chief Executive Officer, Algoma Central Railway. 
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PRESIDENT’S MESSAGE 


Hydro given expandedrole in Ontario’s econom| 


Ontario Hydro President Milan Nastich 


IN 1981, ONTARIO HYDRO celebrated its 75th anniver- 
sary — three-quarters of a century of growth, stabil- 
ity and unique technical achievement. 

But it was also a year when Ontario, like the rest of 
the world, faced harsh economic challenges and real- 
ities. Interest and inflation rates soared, triggering a 
drop in capital and consumer spending and a gen- 
eral decline in economic growth. 

High energy costs were a major factor in this eco- 
nomic downturn, especially as they applied to the 
price of oil, gas and coal. Ontario Hydro was not and 
is not insulated from these realities. In 1981, for 
instance, our fuel costs alone increased by $89 mil- 
lion — the bulk of which was toward increased costs 
of coal. 

Early in 1981, the Ontario government took aim at 
this economic situation and announced a major 
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industrial expansion program that gave Hydr« 
key role in contributing to the future developm 
of the provincial economy. 


Among other things, the government progr 
looked to an economic structure for Ontario in | 
1980s based increasingly on electric power a 
nuclear technology. And it saw this electrical poy 
coming mainly from fuel sources indigenous 
Ontario — uranium and water power. 


The government program included an accele 
tion of construction at the Darlington nuclear : 
tion, and of our transmission and distribut 
upgrading programs. Measures were also inclu 
to encourage homeowners to convert from oil 
electric heating and — further down the road — 
electrification of provincial transit systems. 


Ontario Hydro is responding to these initiatiy 
Darlington’s first two units are being advanced 
months, and the second two by 12 months. The p 
lic participation process is proceeding tow: 
approval of expansion of the southwestern and e 
ern transmission systems. An increase in hyc 
electric capacity in the north-central region is ir 
study stages, and we are progressing in develop 
small hydro-electric projects for remote commt 
ties. These projects, together with our efforts to b 
homeowners to convert from oil heating, are « 
lined in more detail later in this report. 


Hydro’s strategy, supported by the provincial g 
ernment, is to reduce dependency on coal and 
fired generation and rely increasingly on nuc 
and hydro-electric capacity. These less expen: 
and indigenous fuel sources will not only help m 
erate future rate increases but, by reducing the qu 
tity of coal burned, will lower our acid gas emissi 


Although these initiatives toward economic 
provement were progressing, Hydro had to 
tough economic realities. Among these was 
growth rate in the demand for electricity and 
rising cost of coal and oil. These factors led to ¢ 
sions to mothball two units at the Lennox oil-f 
station and to cancel the second unit at the ligt 
fired station at Atikokan. 


nother reality facing utilities everywhere is the _ continue to serve the people of Ontario at the high 
bined effect of inflation and high interest rates. | standards to which they are accustomed. 

1983 the cost of supplying Ontario’s electricity 
| be $554 million more than in 1982. The bulk of —— ” 
; will have to be met through increased rates. we i a “lg 
at is why we have applied to the Ontario Energy Oe , 
ird for an average rate increase of 13.9 per cent — 
htly above the forecast rate of inflation. 


Iso, in the next four years we expect to borrow at 
ying terms a projected $12 billion. By 1985 our 
ual interest charges will be roughly three times 
1 levels — close to $2 billion. 


lydro is also facing the need to continue to meet 
ironmental requirements as defined by various 
ernments and agencies. These include measures 
educe acid gas, maintain the extremely high stan- 
ds of nuclear safety, and appear before energy 
| environmental assessment boards. All these ini- bes cc 7 

ives are essential ifthe environmentin Ontariois Hydro technicians conduct routine maintenance 
maintained and improved. The publicdemands __ on the reactor face at the Pickering nuclear station 
less than this, even though these activities are —_ near Toronto. 


tly. 
nd we face other realities. Currently the people ea ie 
Jntario enjoy tremendous benefits from second- WORLD. NUCLEAR REACTOR 
energy sales, primarily in the United States. In 1981 PERFORMANCE 
2, we estimate about $500 million in gross reve- Pennds Geeen Tetwen U.S.A. =m West 
s from this source. But it is a highly competitive Germany: 
rket, aggressively pursued not only by Quebec Bruce-1 (HWR) 
| Manitoba, but by some United States utilities Pickering-4 (HWR) 
h spare capacity. I believe we must do everything Brace=8 (Hye) 
ly this market so as t mba ua 
can to continue to supply e O Pickering-3 (HWR) 
serve the economic benefits for Ontario. Bruce-4 (HWR) 
lydro’s management and staff are ready to meet hie a 
se challenges. The coming decade will require of Chin-Shan-1 (BWR) 
all the very best in dedication, ingenuity and Point Beach-2 (PWR) | 
ality. Cost effectiveness has to be the key word agent oar ) 
Ontario Hydro in all its endeavors. Every expen- Quad Cities-1 (BWR) | 
ire, whether long-term or short, will need to be Pickering-2 (HWR) 
itinized to ensure that it is needed and workable. atmbeciiilbes 
Jur past illustrates clearly we did meet our major arn ee “3 
ll Tod 43 HWR - Heavy Water Reactor 
enges. loday, our rates are competitive, our PWR - Pressurized Water Reactor 
‘kforce dedicated and able, and our technical BWR - Boiling Water Reactor 


ievements are world-renowned. We intend to 


PRESIDENT’S REPORT 


Hydro’s nuclear reactors world’s top performers 


Nuclear energy becomes 
top generation source 


DESPITE THESE WINDS OF CHANGE, Hydro’s primacy 
in providing a reliable and adequate supply of elec- 
tricity continued during 1981. Primary electrical 
energy demand reached record heights of 101.7 bil- 
lion kilowatt-hours — 1.5 per cent more than 1980 
and just slightly below forecast. This shortfall 
resulted primarily from warm weather during April 
and December and strikes in the steel and pulp and 
paper industries. 

While this record demand was met from the inte- 
grated power facilities of Ontario Hydro, nuclear 
energy for the first time exceeded every other source 
of generation in our system. Of the 113.5 billion 
kilowatt-hours of energy supplied in 1981 — 1.7 per 
cent more than 1980 — nuclear sources provided 
36.9 billion kilowatt-hours, water power provided 
35.1 billion kilowatt-hours and coal 32.2 billion 
kilowatt-hours. The remainder came mostly from 
energy purchased from neighboring utilities and a 


ENERGY MADE AVAILABLE 
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Hydraulic 
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small amount from oil generation. And it is intere 
ing to note that in 1981, Hydro would have had 
burn an extra 12.5 million megagrams (13.8 milli 
tons) of coal to produce the equivalent amount 
electricity generated in Ontario’s nuclear station: 

Again in 1981, Hydro’s nuclear reactors we 
acclaimed among the world’s best performers. Oft 
eight reactors operating at Bruce and Pickerir 
seven were in the top 10 compared with 130 lar 
commercial reactors around the world. And this 0 
standing technical achievement was recorded or 
10 years after the first reactors went into operation 
Pickering in 1971. 

After years of delays and frustrations caused 
fire and faulty equipment, the coal-fired Nantice 
generating station reached its full output of fo 
million kilowatts on December 7. Employees at t 
plant also set their second mark of one milli 
man-hours without a lost-time accident on Nove 
ber 11. (The first period was between 1976 and 197 

For the first time in many years, the annual pé 
demand of 17.2 million kilowatts was reached 
January 12 when the daily mean temperature v 
—18°C. This all-time high peak was 1.5 per c 
above forecast and exceeded the 1980 peak est 
lished on December 17 by 2.3 per cent. 


New unit at Thunder Bay 
helps meet northern needs 


THUNDER BAY UNIT 2, with a capacity of 150, 
kilowatts, was the only new generating unit addec 
Hydro’s power system in 1981. It was declared 
service on September 15, and Unit 3 is schedulec 
be in-service by mid-1982. Both will burn kk 
sulphur Western Canadian lignite. Together w 
the single 200,000-kilowatt unit being constructec 
Atikokan, the Thunder Bay extension will meet 
300,000-kilowatt increase in Northwestern Onta 
demands forecast between now and 1990. 


Nuclear workforce reaches 5,700 

CONSTRUCTION OF THE 3.6 million-kilov 
Darlington nuclear station moved into high g 
during 1981 following an April order by Hyd) 


aA Pere RY ae ; 3 a. 
vhs t ia. 7 - fy * 


PR Me aes & *r be 3 _. 


‘rading of equipment in older hydro-electric stations has added substantially to Hydro’s generating capacity. 


Board of Directors to speed up in-service dates of the 
first two units by six months and the second two by 12 
months. By year’s end, the work force totalled 735 
and will reach a peak force of 2,800 workers by 1985. 
The station is now scheduled for completion by 1990. 

Work progressed on the four new units at Picker- 
ing ‘B’ and four at Bruce ‘B’, which will add five mil- 
lion kilowatts to the Hydro power system. At year’s 
end, more than 2,000 workers were on the job at 
Pickering and close to 3,000 were employed on the 
Bruce project. These eight new reactors are sched- 


Ontario Hydro engineers assisted Hydro-Quebec 
in determining the causes of cracks in the buttress face at 
Manic 5 dam in northeastern Quebec. 
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uled to be progressively placed in service by 198 
At the Bruce Nuclear Power Development, t 
units at Bruce Heavy Water Plant ‘B’ were declat 
in-service in March and June of 1981. Bruce Hea 
Water Plant ‘A’, which was shut down for six mon 
during 1981 for planned maintenance work, p 
duced 408 megagrams (456 tons) of reactor-gré 
heavy water during the year, for a total Hydro p 
duction of 810 megagrams (892 tons) in 1981. 
The Douglas Point nuclear station was returnec¢ 
100 per cent power in November, 1981 follow: 
approval by the Atomic Energy Control Board 
modifications to the 200,000-kilowatt station’s em 
gency coolant system. | 


Hydro-electric projects studied 


IN 1978 HYDRO ANNOUNCED a program to study t 
addition of 2,000,000 kilowatts of hydro-electi 
power to the provincial grid by developing new si 
and expanding existing plants on Ontario’s northe 
rivers. At that time 17 sites were identified, k 
studies completed in 1981 showed only 10 would 
economical. Of these, four involve plant expansic¢ 
and six are new developments. Specific project en 
ronmental studies will be carried out for the abo 
developments, beginning with two sites on the Lit 
Jackfish River. The studies will assess the potent 
impacts caused by the development of the generat 
stations and a 230 kilovolt transmission linking t 
stations with the grid. Additional sites are bei 
investigated for inclusion in the program. 

On the St. Lawrence River, a $5 million, two-ye 
project was launched in 1981 to correct a warpl 
problem affecting the 16 hydraulic generators att 
Robert H. Saunders station. And at the Sir Adi 
Beck station at Niagara Falls, the Chippawa cal 
received its first clean-out in 16 years. These ext 
sive dredging operations achieved water-flow rec 
ery of 90 per cent. 


New extra-high-voltage lines _ 
link southern power system 


EXPANSION OF THE Extra High Voltage (EHV) s. 
tem, begun in the 1970s, was virtually complet 


ng 1981, with the placing in service of a 45-km 
J-mile) section between Cherrywood Trans- 
1er Station (TS) and Claireville TS; and Claireville 
» Kleinburg TS. This section represents the vital 
in the southern Ontario bulk transmission sys- 
which connects generating stations east, west 
north of Metro Toronto. 


-addition to the 500-kV lines, a number of 230-kV 
115-kV lines and stations projects were complet- 
[he new portion of the Thunder Bay generating 
on was connected to the power system by com- 
ing a transmission line from Thunder Bay to 
Arthur Birch Ts. Supply to Prince Edward 
nty in eastern Ontario was reinforced through 
truction of a 230-kV line from Lennox generat- 
station to the Picton TS. 

new construction method for upgrading 230-kV 
s developed in 1980 was successfully used in 1981. 
method permits lifting of double-circuit towers 


Cross-country skiers find the rights-of-way beneath 
transmission lines ideal for thetr winter sport. 


and installing them on new bases, without taking the 
line out of service. 


Acid gas emissions to be cut 
in half by the year 1990 


AS ANNOUNCED EARLY in 1981 and reiterated in the 
chairman’s section of this report, Ontario Hydro is 
committed to cutting its acid gas emissions from 
coal-fired stations by 50 per cent by 1990. 

As a leader among the world’s utilities in envi- 
ronmental control, Hydro continues to meet all pro- 
vincial government regulations on acid gas emis- 
sions. Also, Hydro has been monitoring acid gas 
since 1974 and has had programs in place to reduce 
these emissions. 


eee 
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The Great White Pelican, which nests near Fort Frances, is on Hydro’s endangered species list. 


Principal among these is the expansion of 0 
nuclear and hydro-electric stations, which w 
reduce our need for coal-fired generation and ¢ 
emissions substantially over the next 10 yea 
Another program involves the blending of US. cx 
with low sulphur Western Canadian coal, whi 
reduces sulphur dioxide emissions by about 15 ¢ 
cent. Hydro also buys washed coal which cuts 1 
sulphur content by about 20 per cent. 


Further reductions will be achieved by using k 
sulphur Canadian lignite at the Thunder Bay s 
tion extension and at the unit being constructed 
Atikokan. 


In addition to these on-going programs, Hyd 
will spend a further $600 million to help fulfil t 
1981 agreement with the Ministry of the Envir¢ 


1 
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nt limiting Hydro’s acid gas emissions to 450,000 
nes by 1986 and 300,000 tonnes by 1990. This 
npares with the expected 1982 levels of 600,000 
nes. 

Tydro will modify 712 burners at Nanticoke, 
nbton and Lakeview stations to reduce nitric 
de levels by about 25 per cent overall. During 
2, $3.8 million will be spent to modify burners on 
nit at Nanticoke and a unit at Lakeview. 

dydro will also install flue gas scrubbers on two 
its at either Nanticoke or Lambton by 1986. These 
ubbers, worth $350 million, will remove about 90 
‘cent of the sulphur dioxide from the two units. 
)ther measures in the program could include using 
reased amounts of low sulphur coal and the pur- 
se of additional hydro-electric energy from Man- 
ba and Quebec. 

Nhile these programs are costly — they will mean 
approximate 1.5 per cent increase in Ontario 
ctricity rates by the mid-1980s — Hydro believes 
y are essential steps in the international struggle 
yard clean air. 


timated cost of supplying 
ectricity is $3.6 billion 


JANUARY, 1982 Ontario Hydro introduced rate 
reases averaging 9.6 per cent to the province’s 324 
nicipal utilities, and averaging 10 per cent to 
ut 100 large direct industrial customers. Cus- 
1ers of Hydro’s rural system received an increase 
raging 8.7 per cent. However, following an 
endment to the Power Corporation Act passed by 

Ontario Legislature in October, 1981, year- 
nd, rural residential customers will be helped to 
uce their electricity bills in 1982. The difference 
rates between year-round, rural residential cus- 
1ers and urban customers will be reduced to 15 
‘cent ata monthly consumption of 1,000 kilowatt 
irs. Without this assistance, rural residential cus- 
1ers were forecast to have to pay an average of 28 
‘cent more in 1982 than their urban counterparts. 
e money needed for this help is provided by 
lecting some $34 million from all Hydro cus- 
lers in 1982 — increasing bulk power costs by 


SS a a EM PR 
MONTHLY RESIDENTIAL ELECTRIC BILLS* 
1 000 kW.h JANUARY 1982 
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* Standard residential bills in local dollars including fuel 
cost escalators where applicable but excluding sales 
taxes or special local charges. 

** A deduction of $5.40 was made to reflect the monthly 
rate assistance provided to year-round rural residential 
customers. 

es a 


about 1.3 per cent. 

In 1983, the cost of supplying electricity will total 
an estimated $3.6 billion, $554 million more than in 
1982. About $110 million of this increase will be 
obtained from increased sales, leaving about $444 
million to be raised by the 1983 rate increase. 
Accordingly, Hydro has proposed to the Ontario 
Energy Board increases of 13 per cent to the 
municipal utilities and an average of 14.8 per cent to 
large direct industrial customers. Export sales to the 
United States in 1983 will continue to help offset the 
cost of supplying electricity in Ontario. Without 
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these sales, 1983 rates would be about 8 per cent 
higher than proposed. 


New costing and pricing proposals 


AFTER MANY YEARS of joint study and review with 
Hydro’s bulk power customers and their represen- 
tative groups, our 1983 rate increase proposals 
include introduction of new costing and pricing 
policies. 

One major new policy leads to the use of time-of- 
use rates for billing municipal utilities, direct 
industrial customers and the rural retail system. Put 
simply, time-of-use rates recognize that the demand 
for electricity varies over the day and over the year. 
The facilities needed to meet the peak electricity 
demand — and the funds needed to build them — 
are greater than those needed to meet demand in 
off-peak periods. And since costs of meeting the 
period of peak electricity demand are higher, the 
price of electricity should be higher during periods 
of such peaks. 

The major change in the policies is to base rates on 
an explicit set of pricing objectives. Time-of-use 
pricing flows from those objectives, as does a new 
method for determining the relative weight to be 


, REVENUE FROM SALES OF PRIMARY | 
_. POWER AND ENERGY 
| $ Millions | 


Rural Retail Customers 
Direct Industrial Customers 
Municipal Utilities 
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given the demand and energy charges. This, - 
combination with time-of-use rates, will aid - 
moderating customer costs over the long term | 
providing an incentive to conserve energy ar 
manage electricity demands during the daily cycl 


Hydro’s 1987 fuel costs show 
713.2 per cent jump in year 


THE COST OF FUELS needed to power Hydro 
generating stations during 1981 totalled $763 millio: 
compared to $674 million in 1980 — an increase « 
13.2 per cent. 

Total coal deliveries to generating stations fro: 
U.S. mines totalled 8.3 million megagrams (9 
million tons). Contract coal shipments were sy 
plemented by spot coal purchases to offset tk 
shortfall of coal which resulted from the United Mir 
Workers of America strike earlier in the year. 

Movement of Western Canadian bituminous co 
through the integrated transportation syste 
amounted to 2.0 million megagrams (2.2 milli¢ 
tons) delivered to Nanticoke generating station. 

Deliveries of the first lignite coal from Weste; 
Canada to Thunder Bay generating station starté 
in 1981. The initial shipments were for test burnu 
and commissioning purposes. Deliveries totalled ( 
million megagrams (0.6 million tons) and fu 
contract deliveries are expected to start in 1982. 

Residual oil deliveries totalled 0.07 million cul 
metres (0.4 million barrels), to support the stea 
production requirements of the Bruce Heavy Wat 
Plant and for reduced requirements at Lenni 
generating station. Commencing in 1981, natu 
gas was used for boiler ignition purposes only. 

Total nuclear fuel deliveries to Hydro-own) 
stations were 970 megagrams of uranium in 1981. 

Development of facilities for the production 
uranium supplies under contract with two Ell: 
Lake producers continued in 1981, with the Denis 
project nearing completion. The two agreemel 
provide for the supply of uranium concentré 
containing approximately 72,000 megagrams | 
uranium over the period 1980 to about 2020. 

In an amendment negotiated in 1981, total « 
liveries under the Denison contract were reduc! 


mm 48,400 megagrams of uranium to 44,200 
gagrams; the contract was also extended by one 
ir to 2012. Hydro notified Rio Algom that it will 
srcise 1ts option to reduce annual deliveries from 
» Stanleigh mine by 15 per cent over the next 
years. This will not affect the total amount of 
icentrate to be supplied under the contract since 
» entire reserve is dedicated to Hydro. 


ulk of Hydro purchases 
varded to Ontario firms 


E TOTAL VALUE of Ontario Hydro purchases of 
ls, equipment, material and services during 1981 
s $2 billion, an increase of $300 million from 1980. 
ring 1981, outstanding commitments were $2.8 
lion, an increase of $200 million from 1980. 
Janadian suppliers, excluding primary fuels such 
iranium, coal, oil and gas, received 85.8 per cent 
the total value of 1981 purchases, and of this 
ount 89.9 per cent was awarded in Ontario. This 
resents an increase of six per cent of the value of 
nadian awards from 1980. 

n general, the availability of material was 
isfactory during 1981, but cost increases generally 
lected inflationary trends with consequent effects 
electricity prices. 


<port sales help moderate 
te increases in Ontario 


2-ORT OF ELECTRICITY to the United States was 
‘her than in 1980 and continued to moderate in- 
ases in the cost of electricity for Ontario customers 
ring 1981. The net profit from such sales totalled 
0 million and this money was used to reduce 
tario electricity bills by 6.5 per cent during the 
Ir. 

-art of these exports resulted from a three-year 
‘eement reached early in 1981 — and later 
sroved by the National Energy Board — to 
licate the total output of the J. Clark Keith 
erating station in Windsor to supply General 
blic Utilities (GPU) of New Jersey via trans- 
ssion lines in Michigan and Ohio. 

Jther export initiatives included signing a letter 
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of intent with GPU for the supply of power via a 
proposed 105-km (63-mile) high-voltage, direct 
current cable running under Lake Erie. The project 
is estimated to cost $800 million, with Ontario’s share 
of the underwater cable estimated at $275 million. 
Each utility would pay for its own on-shore facilities, 
which amounts to $125 million in Hydro’s case. It is 
estimated that over the 10-year life of the contract a 
total of $3 billion of revenue will be received, with 
Ontario’s net revenue reaching $1 billion. Early in 
1982 Hydro presented the proposal to the National 
Energy Board for approval. The NEB decision will 
be followed by federal and provincial Cabinet 
reviews. 


Hydrogen fuel storage is 
focus of Hydro research 


RESEARCH IN MANY VITAL AREAS continued through- 
out 1981, including the safe storage and transporta- 
tion of nuclear waste, control of acid gas emissions, 
development of alternate energy sources and solving 
technical problems associated with electricity 
generation. 
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Under the terms of the federal-provincial Nuclear 
Fuel Waste Management Program, Ontario Hydro 
is responsible for studies in the interim storage and 
transportation of irradiated fuels. During 1981, 
research in this sector involved developing welding 
processes for the fabrication and final closure of 
containers for spent-fuel disposal for AECL. 

Research also continued in the monitoring and 
the long-range atmospheric tracking of acid gases, 
their effects on unbuffered soil and the biological 
effects acid rain has on Ontario lakes. 

In the field of hydrogen research — probably the 


Heat and stress testing of alloys was just one ofa myriad 
of assignments for H ‘ydro’s research division. 
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fuel of the 21st century — Hydro’s efforts conce! 
trated on methods of hydrogen storage as a vehiculi 
fuel. Solar energy for water heating also came und 
continued study. High priority has been given to tl 
reduction of equipment capital and installation cos 
to improve the cost/benefit ratios. | 

A major research achievement in 1981 led | 
developing a safe and economical way to remo’ 
polychlorinated biphenyls (PCBs) from transform 
oil. The method is simple, completely containe 
with a byproduct of common salt and the recover 
oil being reusable. Studies are now under way 
ensure that byproducts and their disposal me 
environmental requirements. | 
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Alternate energy sources 
include hydrogen, fusion 


DESIGN AND DEVELOPMENT of our electrical gene 
tion and transmission system proceeded at full pi 
during 1981. Also included were many aspects 
Hydro’s search for alternative energy sourc 
including active involvement in the fusion ene? 
program and a study of hydrogen supply technolc 
and costs was completed in June, 1981 for the Onta 
Hydrogen Energy Task Force. 

In the matter of irradiated fuel manageme 
Hydro committed approximately $4 million, pr: 
arily in the development of a facility, designe 
isolate radioactive material from the environme 

Engineering studies also proceeded on contro 
acid gas emissions, involving flue gas desulpht 
zation equipment and low nitrogen oxide burner 
coal-fired stations. 

Extensive work was also carried out with Ato: 
Energy of Canada Limited to demonstrate adequ 
of nuclear station design at Bruce Generating Stat 
‘a’, and to provide the basis for obtaining construct 
approval for Darlington nuclear station. 

In 1981 a contract was let to Sulzer Can 
Incorporated for the design and supply of equipn 
for the tritium removal system at the Picker 
nuclear station. Construction of the system al 
estimated cost of $67 million was approved by) 
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Mini-Hydel generator, pictured here at Wasdell Falls, is designed to replace diesel-powered units. 


—" 
ial 


Board of Directors in 1980 and is to be in service by 
1985. The facility will remove radioactive tritium 
from the reactors and concentrate it in chemical 
form that can be safely stored, thereby maintaining 
and improving worker and public safety. 


Hydro continues Its policy 
of broad public involvement 


EXPANDING FACILITIES as needed to meet future 
electrical demand, as well as improving system 
reliability, are crucial Hydro concerns. At the same 
time, Hydro encourages the public’s participation 
in the planning process, even when this means 
longer lead times in planning expansion projects. 
With a commitment to this public right and by 
conducting innovative programs, Hydro continued 
its policy of public involvement in the planning 
of its power facilities. 

In 1981, 25 provincial organizations having an 
interest in Hydro planning participated in the on- 
going review of Hydro’s public participation 
program. 

Hydro continued to assess the effect of projects on 
people and communities. Social impact assessments 
were carried out for projects in the planning stages. 
Ongoing community impact management and 
monitoring helped to mitigate the effects of projects 
on communities. 

After extensive public involvement — including 
five working groups, information centres, com- 
mittees, public meetings, newsletters and news media 
involvement — the environmental assessment study 
on the system plan for the Southwestern Ontario 
bulk power supply project was submitted to the 
provincial government for review. The new trans- 
mission facilities are needed to improve the security 
of power supply to Southwestern Ontario, incor- 
porate power from the four new Bruce ‘B’ CANDU 
reactors now under construction, and improve our 
interconnections with neighboring U.S. utilities. 
Public hearings into the study began in January, 
1982. At the same time, hearings began on the Eastern 
Ontario bulk power supply study. Additional 
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transmission facilities are needed in Eastern Ontar 
to augment electrical supply to the Ottawa ar 
and strengthen interconnections with neighbori 
utilities. 

Environmental assessments were also complet 
on increasing electrical supply to the Guel 
Southeast Essex and Elliot Lake areas. In total, | 
environmental assessments were under way 
transmission projects during the year. 

In December 1980, Hydro’s “Class Rar cnnean 
Assessment” was approved by Government. TY 
“Class E.A.” approach speeds up the formal revi 
and decision-making procedure by enabling t 
Minister of the Environment to approve, followin; 
single review, certain projects which occur fi 
quently, are small in scale, and have acceptal 
environmental effects. Examples are minor tral 
mission lines and minor transformer stations. Int 
first full year of “class” assessments, Hydro had 27 
progress and gained government approval for sev 

Hydro also received almost 8,000 local planni 
and zoning bylaws for review and challenged — w 
a success rate of 90 per cent — those that contraven 
the Corporation’s right to operate and expand fac 
ties in the public interest. 

In the summer and fall, Hydro’s electrical effe 
demonstration program took to the road, illustrati 
the effects of high-voltage power lines on peop 
animals and farm equipment. The demonstrati 
program enjoyed a 10-fold audience increase in 19 
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Energy advisory program 
reaches rural customers 


IN 1981, ADDITIONAL INITIATIVES were introdué 
into Hydro’s conservation programs, placing spet 
emphasis on the effective as well as efficient use 
energy. Principal among these was the Residen 
Energy Advisory Program (REAP) in which Hy 
offers its rural residential customers a complete s 
vey of the energy efficiency of their homes at no ci 
Following pilot tests of the program in three ru 
areas, a 10-year program was authorized by Hyd 
Board of Directors in July, 1981. Later, the Onta 


Lia Vereecken-Sheehan, a diver with 
Hydro’s Biology Services and Resources 
Unit, prepares for a wintry task. She will 
inspect strobe lights that keep fish from 
entering the outfall system at the Pickering 
nuclear generating station. 


nmunity relations staff on the fall fair circuit show farmers how to 
nter the electrical effects of high-voltage lines crossing their land. 
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Municipal Electric Association and the Association 
of Municipal Electrical Utilities jointly endorsed the 
program and recommended that the municipal utili- 
ties implement their own REAP program. 

Ontario Hydro launched the REAP program Sep- 
tember 1, 1981, and by the end of the year more than 
2,000 customers had requested and received energy 
surveys of their homes. Also as part of the REAP 
program, Hydro is making available loans up to 
$2,000 to both rural and municipal customers toward 
the cost of improving the energy efficiency of their 
homes. The loans are subject to the customer first 
having exhausted federal energy assistance grants 
and paying the first $200. The Hydro loans carry 
interest rates based on Hydro’s current rate of bor- 
rowing. 

Installation and testing of load management mon- 
itoring and control equipment continued in 1981 in 
375 residences and 11 commercial buildings in Osh- 
awa and Scarborough. Load management is designed 
to shift customer use of electricity from periods of 
high demands to times of low demand. Its objectives 
are to improve power system efficiency and encour- 
age a shift of fuel dependency from less-abundant 
fuels — such as coal and oil which are used to meet 
peak demands — to more abundant and less- 
expensive nuclear and hydro-electric generation 
which provides most of the off-peak demands. 


Hydro expertise in demand 
by many foreign countries 


HYDRO IS RECOGNIZED AS A WORLD LEADER among 
electrical utilities, and our expertise was much in 
demand in other countries during 1981. A Technical 
Cooperation Agreement with the Korea Electric 
Company resulted in information exchanges between 
the two utilities and, through an agreement with 
Atomic Energy Canada Limited, 32 Hydro employ- 
ees travelled to South Korea to help commission the 
Wolsung-1 nuclear plant. Another agreement with 
AECL sent a Hydro operating team of 13 to commis- 
sion the Cordoba Nuclear Station in Argentina 
between 1981 and 1983. And teams of six and eight 
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respectively were sent to Pakistan and Ghana 1 
train personnel to operate high-voltage transmissi¢ 
facilities. 

As well, Hydro assisted AECL in designing tk 
station and site layout and in drawing up a constru 
tion schedule for AECL’s proposal to Mexico for 
four-unit nuclear station. If the bid is accepted — tl 
decision is expected in the summer of 1982 — Hyd 
will contribute up to 50 staff to a team that woul 
help manage the project construction and enginee 
ing functions. 


New human resources branch 
to encourage Staff training 


PEOPLE ARE HYDRO’S primary resource. In recog 
tion of this, a Human Resources Branch was form 
in 1981 to encourage actions which result in t 
continued dedication, productivity and job satisfa 
tion of all employees. 

In these times of intense competition for profe 
sional and technical staff, Hydro, by maintaining 
high profile in the market and at the universitié 
was able to hire the people it needed. Furthermor 
people already on staff were given opportunities} 
enhance their skills. All sectors of the Corporati¢ 


The workforce at the 3.6-million kilowatt Darlington 
nuclear plant will peak at 2,800 in 1985. 


_ 


dies to determine an economic alternative to the present process of producing heavy water 
tinued at Hydro’s W.P. Dobson research laboratory in Etobicoke. 


— from linemen and foresters to supervisors and 
professional staff — participated. 


Attitude surveys and discussion with employee 
representatives helped keep management abreast of 
employee concerns and problems. Every effort was 
made to continue matching individual and organiza- 
tional needs. By the end of 1981, more than 1,000 
employees had participated in a continuing program 
to identify and encourage the development of staff 
with management potential. 


Informal “straight talk” discussions between 
employees and senior executives became a common 


Hydro technicians use a seismometer to test rock 
stability on the banks of the Niagara River. 
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practice during the year with Chairman Hug 
Macaulay and myself on hand to field questions. 


Equal opportunity program 
will broaden its focus 


THROUGHOUT 1981, HYDRO continued its prograj 
designed to see that both current and prospecti} 
women employees enjoy equal selection, traini 
and advancement opportunities with men. In 198 
Hydro exceeded its target for hiring women univé 
sity graduates; held pilot career planning semina 
for more than 50 non-professional staff, most. 
whom were women; and increased the number 
females in the managerial and professional ranks} 
the Corporation. While this program is helping 
achieve equal opportunity for women, more can all 
will be done in future. 

This program will also broaden its focus over tin 
to assist traditionally disadvantaged employees | 
helping them to apply for job vacancies and suppl 
ing information and other assistance needed f 
career planning. Hydro continued its practice 
determining job requirements and selecting cand 
dates who have the abilities and experience to mé 
them. 


Settlements reached with employees 


THE SOCIETY of Ontario Hydro Management am 
Professional Staff, representing 5,700 employees, 
awarded an arbitrated increase of 11.63 per cent fq 
1981. Topics under discussion with the Societ 
included redress procedures, relocation assistan¢ 
and the negotiating process. | 

In December, the parties reached a mediaté 
settlement on 1982 compensation requiring a 10 pf 
cent increase at the first of the year, and a furthf 
4.45 per cent (non-compounded) in June. 

The 16,000 members of the OHEU received a 7 
per cent pay increase for the year beginning | 
April, 1981 and further increases totalling 3.6 per ce 
during the final months of the contract year based @ 
the cost-of-living provision in the agreement. 


by Ontario Hydro workers. 


ys the latest fashions in personnel protective equipment worn 
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Bargaining for a new contract was concluded on 
schedule and the two-year agreement increases pay 
by 12.8 per cent in 1982 and 10 per cent in 1983. A 
cost-of-living clause applying in the second year 
provides up to 4 per cent if the Consumer Price 
Index rises a similar amount beyond 10 per cent. 


Hydro dedicated to improved 
health and safety policies 


IN 1981 HYDRO both maintained its enviable safety 
record and introduced new safety policies and tech- 
niques dedicated to reducing the fatality rate by 50 
per cent within the decade. A fall-arresting system 
and an energized-line warning device were devel- 
oped, electricity-resistant footwear was introduced 
and ergonomic studies were undertaken. 

Moreover, as President, I now personally review 
the more serious accidents. Last year, there were 
three occupational deaths and one total disability 
and a disabling injury rate of 5.1 per million man- 
hours — down from 5.3 in 1980. 


Excellent record continues 


HYDRO CONTINUED its excellent record in nuclear 
safety last year as radioactive emissions were gener- 
ally within one per cent of Atomic Energy Control 
Board limits. No staff or public injuries or fatalities 
occurred. 

As part of the continual monitoring of nuclear 
workers, a chromosome testing program was intro- 
duced, the first such program in Canada. 

Along with the Ontario emergency planning 
authorities, Hydro participated in exercises on 
emergency response and communications capability 
at the Pickering and Bruce nuclear generating sta- 
tions. 


Members of Ontario Hydro’s Board of Directors 
visit the Bruce ‘A’ nuclear generating station, home of the 
world’s top performing reactor. 
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ario Hydro’s revenues in 1981 totalled $3,162 million. 
nary sales of electricity to customers in Ontario amounted 
52,737 million, while secondary sales mainly to United 
les utilities totalled $425 million in 1981. Primary revenues 
eased 11.3% or $278 million due to a 9.4% increase in 
ver rates and a 1.9% increase in the volume of sales. 
ondary revenues increased $64 million or 17.7% over 
0 largely as a result of higher prices for electricity sold to 
ted States utilities. The income from these export sales 
uced the costs to customers in Ontario by approximately 
O million or 6.5%. 


SOURCE OF REVENUES IN 1981 


TOTAL REVENUES 
$3,161,508,000 
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‘he excellent performance of Hydro’s CANDU nuclear 
ctors together with the income from export sales helped to 
p the average cost of electricity to customers in Ontario 
yw the rate of inflation. The average increase in rates for 
nicipal utilities was 9.3%, while the average rate increases 
Jirect industrial customers and rural retail customers were 
% and 11.2%, respectively. To reduce the differential 
ween rural and urban residential electricity rates, the 
vince of Ontario contributed $20 million to Ontario Hydro 
981. These funds enabled Hydro to reduce the impact of 
11.2% rate increase on rural residential customers. 
)ntario Hydro’s total operating costs in 1981 amounted to 
755 million compared to $2,443 million in 1980, an 
ease of 12.8%. Costs increased largely as a consequence 
scalating prices for fossil fuels, and continuing inflationary 
ssure on the costs of labour, materials and purchased 
/ices. 

“nergy related costs including fuel and purchased power 
eased 16.2% over 1980. For the first time, more electric 
rgy was supplied by nuclear generation in 1981 than any 
2r single source. Electric energy generated by nuclear 
ions supplied 33% of total energy made available, while 
raulic stations supplied 31% and higher cost fossil-fueled 


generation provided 28%. Purchases of power from inter- 
connected utilities provided 8% of the energy available in 
1981. The cost of fuel used for electric generation from all 
sources totalled $763 million in 1981, an increase of $89 
million over 1980. This higher cost was a result of two factors, 
the increased volume of energy generated in 1981, and 
higher average unit costs of fuels consumed. Increased 
amounts of purchased power also helped to reduce the use of 
higher cost fossil-fueled generation in 1981. These purchases 
totalled $128 million, an increase of $28 million over 1980. In 
addition, payments to Atomic Energy of Canada Limited and 
the Province of Ontario, as required under the nuclear 
payback agreement, increased in total by $14 million during 
1981. These payments were made in proportion to the capital 
contributions of these parties to the construction of the 
Pickering Nuclear Generating Station units 1 and 2, and 
reflect the growing advantage of nuclear over coal-fired 
generation. 

During 1981, costs associated with the operation, main- 
tenance and administration of Ontario Hydro’s in-service 
facilities amounted to $765 million. This increase of $125 
million over 1980 was primarily the result of escalation in 
labour and other costs, and increases in the cost of operating 
and maintaining the generation and transmission facilities. 

Depreciation costs in 1981 increased to $325 million, up 
6.1% from 1980. This increase resulted primarily from the 
second unit at the Thunder Bay Thermal Generating Station 
being placed in-service and the addition of new distribution 
and service facilities during the year. 


APPLICATION OF REVENUES IN 1981 __ 
TOTAL REVENUES - | 
$3,161,508,000 


Fuel Used for 
_ Electric 
Generation 


Operation, 
Maintenance & 
Administration 4 \ 

\, Financing 


‘ Charges 


Interest and foreign exchange costs charged to operations 
totalled $709 million in 1981, $35 million or 5.1% higher than 
1980. These higher financing costs resulted primarily from a 
$33 million increase in foreign exchange costs during the 
year, reflecting the higher level of the Corporation’s foreign 


23 


debt repayable within one year and the higher exchange costs 
on foreign transactions during 1981. Higher interest rates 
during 1981 and additional borrowings for the capital 
construction and heavy water production programs resulted 
in an increase of $204 million or 17.5% in interest costs over 
the previous year. As these increased interest costs were 
primarily associated with financing construction and heavy 
water production activities, the major portion of this increase 
was added to the cost of constructing new facilities and 
producing heavy water, and was not charged to operations. 

Ontario Hydro remains a financially sound Corporation as 
demonstrated by its interest coverage and debt ratio 
indicators: 


Financial Indicators 1981 1980 
Interest Coverage 1e8Q ey 
Debt Ratio 841 846 


Net income for 1981 was $407 million, $190 higher than in 
1980. However, income for 1980 was reduced by an 
extraordinary charge of $160 million arising from the 
cancellation of the Wesleyville construction project. As 
required by the Power Corporation Act, $153 million of net 
income was appropriated for debt retirement purposes in 
1981. The remaining $254 million balance of 1981 net 
income was appropriated to the Reserve for the Stabilization 
of Rates and Contingencies. 

The funds required by Ontario Hydro to finance the 
construction of fixed assets were provided from two major 
sources, operations and debt financing. In 1981, funds from 
operations provided $731 million of Hydro’s total require- 
ments, while $1,725 million was provided by debt financing. 
Compared to 1980, these amounts increased by $49 million 
and $865 million, respectively. 

Bonds, notes and other long-term debt issued by Ontario 
Hydro during 1981 totalled $2,246 million. Canadian bonds 
of $550 million were sold to the public, and a further $500 
million were issued to the Province of Ontario with respect to 
Canada Pension Plan funds. In addition, United States bond 
issues of U.S. $550 million (Cdn. $658 million) and Eurodollar 
bond issues of U.S. $450 million (Cdn. $538 million) were 
issued. The average interest rate for bonds issued in 1981 was 
15.2% compared to 13.0% in 1980. Maturing long-term debt 
amounted to $336 million in 1981 compared to $428 million 
in 1980. In addition, during 1981, $185 million of debt was 
redeemed as part of Hydro’s program to support the 
secondary market for its securities. This compares to net 
redemptions of $174 million in 1980. 


LONG-TERM DEBT ISSUED 
$ Millions 


mama Canada Pension Plan Funds 
= U.S. Public Issues 


| Canadian Public Issues 


Eurodollar Issues 
Swiss Franc Issues 
mmm Other Long-Term Debt 


1981 


1978 1979 1980 


To provide a reliable and economic supply of electricity f 
the Province of Ontario, Hydro constructs new generatic 
and transmission facilities to meet forecast peak power ar 
energy demands. Recent Ontario Hydro forecasts predict é 
average annual load growth of 3.0% over the period 1980 
2000. Based on these forecasts, Hydro has a capit 
construction program which provides for the addition 
8,943,000 kilowatts of generation capacity over the yea 
1982 to 1990 of which 8,588,000 represents nucle. 
generation. Recent long-range studies indicate that it is Co 
effective to install new nuclear and hydraulic generatic 
before adding large fossil-fueled stations. However, to satis 
system requirements in northwestern Ontario and provic 
diversity in the generation mix, Ontario Hydro is proceedir 
with construction of smaller coal-fired generating stations 
Thunder Bay and Atikokan. 

Net additions to fixed assets were $2,144 million durir 
1981. Major capital expenditures were $1,731 million f 
generation facilities including $265 million for heavy wate 
$278 million for transmission and distribution facilities, Sé 
million for administration and service facilities, and $53 millic 
for heavy water production facilities. Net additions were $6; 
million higher than those in 1980, mainly the result 


NET ADDITIONS TO FIXED ASSETS 
$ Millions 


1 Administration & 
Service Facilities 


mam Heavy Water 
Production Facilities 


Transmission & 
Distribution Facilities 


Generating Stations 


1977 1978 1979 


1980 . 1981 


increased expenditures of $498 million on generatic 
projects and $149 million on production of heavy water. Tt 
expenditures on major generation projects under constru 
tion during 1981 and 1980 were: 


1981 1980 

Major Generation Projects Expenditures Expenditure 
Under Construction $ million $ million 
Nuclear Generation 

Bruce ‘B” 628 435 

Pickering “B” 368 291 

Darlington 196 69 
Fossil Generation 

Thunder Bay ta 89 

Atikokan 93 39 


During 1981, a second coal-fired unit at the Thunder Be 
Generating Station was placed in service at a cost of $3C 
million. In addition, the final two units of Bruce Heavy Watt 
Plant ‘‘B” were also placed in service at a cost of $914 millio 


immary of Significant Accounting Policies 


e accompanying financial statements have been 
spared by management in accordance with generally 
cepted accounting principles in Canada, applied on a 
nsistent basis except for the change in accounting 
licy described under “Unamortized debt discount” 

d in note 19. In management's opinion, the financial 
tements have been properly prepared within reason- 
e limits of materiality and in the light of information 
zilable up to March 8, 1982. To assist the reader in 
derstanding the financial statements, the Corpora- 
1's significant accounting policies are summarized 
Ow: 


xed assets 

ed assets are capitalized at cost which is comprised of 
terial, labour and engineering costs, plus overheads, 
preciation On service equipment and interest 

Dlicable to capital construction activities. In the case of 
neration facilities, cost also includes the net cost of 
mmissioning, and for nuclear generation, the cost of 
avy water. The net cost of commissioning is the cost of 
rt-up less the value attributed to energy produced by 
its during their commissioning period. The cost of 

avy water is the direct cost of production and 

plicable overheads, plus interest and depreciation on 

» heavy water production facilities. Leases which 

nsfer the benefits and risks of ownership of assets to 
tario Hydro are capitalized. 

nterest is capitalized on construction in progress at 

es which approximate the average cost of long-term 
ids borrowed in the years in which expenditures have 
en made for fixed assets under construction. The 
active annual rates were 11.5% in 1981 and 10.2% in 
80. 

f it is decided to significantly extend the construction 
riod of a project, interest is not capitalized on 
Astruction during the period of extension. If a project is 
erred after construction has started, mothballing costs 
sociated with the deferment are charged to operations. 
2rest is not capitalized on deferred projects during the 
riod of their deferral. If a project is cancelled, all costs, 
luding the costs of cancellation, are written off to 
erations. 

f fixed assets are removed from service and moth- 

led for future use, the associated mothballing 

sts are charged to operations. 


2preciation 

fixed assets in service, except land, are depreciated 

a Straight-line basis. Depreciation rates for the various 
sses of assets are based on their estimated service 

2S, Which are subject to periodic review. Any changes 

service life estimates are implemented on a remaining 
vice life basis. 


The estimated service lives of assets in the major 
classes are: 

Generation — hydraulic — 

— fossiland nuclear— 

Heavy water — 


50 to 100 years 
30 years 

over the period 
ending in the 
year 2030 

20 to 55 years 
(1980 — 25 to 
55 years) 

5 to 60 years 
20 years 


Transmission and distribution _ 


Administration and service - 
Heavy water production facilities — 


In accordance with the group depreciation practices of 
the utility industry, for normal retirements the cost of fixed 
assets retired is charged to accumulated depreciation 
with no gain or loss being reflected in operations. 
However, gains and losses on sales of fixed assets, 
losses On premature retirements, and the costs of 
removal less salvage proceeds on all retirements, are 
charged to operations in the year incurred as 
adjustments to depreciation expense. 

Fixed assets removed from service and moihballed for 
future use are amortized so that any estimated loss in 
value is charged to operations on a straight-line basis 
over their expected non-operating period. 

Deferred projects are amortized so that any estimated 
loss in value is charged to operations on a straight-line 
basis over their expected deferral period. On disposal of 
component parts during the deferral period, the cost 
of fixed assets less proceeds on disposal are normally 
charged to accumulated amortization with no gain or 
loss being reflected in operations. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate supply of 
fuels for its generating stations, Ontario Hydro has entered 
into long-term fuel supply contracts. Where these con- 
tracts require Ontario Hydro to make payments for pre- 
production costs to suppliers in advance of product 
delivery, these payments and associated costs, including 
interest, are carried in the accounts as unamortized 
advances for fuel supplies. The advances are amortized 
to fuel inventory as the fuels are delivered. 


Fuel for electric generation 

The cost of fuel for electric generation is comprised of 
fuel purchases, transportation and handling costs, and 
the amortization of advances for fuel supplies. Transpor- 
tation costs include charges for interest and depreciation 
on railway equipment owned by Ontario Hydro. Fuel 
used for electric generation is charged to operations on 
the average cost basis. 


Unamortized debt discount 

Debt discounts or premiums arising on the issuance 

of debt are amortized over the period to maturity of the 
debt. In addition, redemption discounts or premiums on 
debt acquired prior to the date of maturity are amortized 
over the period from the acquisition date to the original 
maturity date of the debt. Prior to January 1, 1981, 
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redemption discounts or premiums were credited or 
charged to operations at the date of acquisition of 
the debt. 


Nuclear agreement — Pickering units 1 and 2 
Ontario Hydro, Atomic Energy of Canada Limited and 
the Province of Ontario are parties to a joint undertaking 
for the construction and operation of units 1 and 2 of 
Pickering Nuclear Generating Station, with ownership of 
these units being vested in Ontario Hydro. Contributions 
to the capital cost by Atomic Energy of Canada Limited 
and the Province of Ontario amounted to $258 million 
and these have been deducted in arriving at the value of 
fixed assets in service in respect of Pickering units 1 and 
2. Ontario Hydro is required to make monthly payments 
until the year 2001 to each of the parties in proportion to 
their capital contributions. These payments, termed 
“payback”, represent in a broad sense the net 
operational advantage of having the power generated by 
Pickering units 1 and 2 as compared with coal-fired units 
similar to Lambton units 1 and 2. 


Commissioning energy 

Revenues from the sale of power and energy include 
revenues from energy produced by generating units 
during the commissioning period. A charge is included 
in the cost of operations for the value attributed to the 
energy produced during the commissioning period. This 
charge is equivalent to the operating and fuel costs of 
producing the same quantity of energy at generating 
units displaced because of the commissioning activity. 


Appropriations from net income 

Under the provisions of the Power Corporation Act, the 
price payable by customers for power is the cost of 
supplying the power. Such cost is defined in the Act to 


Auditors’ Report 


We have examined the statement of financial position 
of Ontario Hydro as at December 31, 1981 and the 
statements of operations, equities accumulated through 
debt retirement appropriations, reserve for stabilization 
of rates and contingencies and changes in financial 
position for the year then ended. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. 

In Our Opinion, these financial statements present 
fairly the financial position of Ontario Hydro as at 
December 31, 1981 and the results of its operations 


include the cost of operating and maintaining the syste 
depreciation, interest, and the amounts appropriated fc 
debt retirement and stabilization of rates and 
contingencies. 

The debt retirement appropriation is the amount 
required under the Act to accumulate in 40 years a Sul 
equal to the debt incurred for the cost of the fixed asse 
in service. The appropriation for, or withdrawal from, th 
stabilization of rates and contingencies reserve is an 
amount established to maintain a sound financial 
position and to stabilize the effect of cost fluctuations. 


Foreign currency translation 

Long-term debt payable in foreign currencies is translat 
to Canadian currency at rates of exchange at the time 
issue. Current monetary assets and liabilities, including 
long-term debt payable within one year, are translated 
Canadian currency at year-end rates of exchange and 
the resulting gains or losses, together with realized 
exchange gains or losses, are credited or charged to 
operations. 


Pension plan 

The pension plan is a contributory, defined benefit plar 
covering all regular employees of Ontario Hydro. The 
pension costs, as actuarially determined, include curre 
service costs and amounts required to amortize any 
surpluses or unfunded liabilities. Pension plan surpluse 
or unfunded liabilities are amortized over a fifteen year 
period. 


Research and development 

Research and development costs are charged to 
operations in the year incurred, except for those relate 
directly to the design or construction of a specific capit 
facility. 


and the changes in its financial position for the year 
then ended in accordance with generally accepted 
accounting principles. Further, in our opinion, such 
principles, except for the change in accounting for 
redemption discounts or premiums on debt acquired 
prior to the date of maturity as described in the summary 
of significant accounting policies and in note 19 to the 
financial statements, have been applied on a basis 
consistent with that of the preceding year. 


CLARKSON GORDON 
Chartered Accountants 


Toronto, Canada, 
March 8, 1982. 


Statement of Operations 


for the year ended December 31, 1981 


Revenues 

Primary power and energy 
yb gv.) S¥=) WIE LTTE SSR ES pee age ene gira a OME Re orn 
PUrairetan CUSIOMers.( NOTE Je coe. a ae cence tno eb we 
Dirsctanaustrial CUSTOIMETS oii cal wncctee ree rein ek 


Secondary power and energy (note 2).............. 


Costs 

Operation, maintenance and administration......... 
Fuel used for electric generation................... 
POW CmOUICMaSeO metus arte cart sleicy dahet oc yrmet a ine 
Nuclear agreement — payback.................0.. 
GORMEMSSIONING: MEG Varese ls was cca emai dh tellesy pore ca 
BW OOLEC AN OMIMOLC Sh et urue ee teen tee tos eI O Et Lan, 


Income before financing charges and 

CX OnCIMNAbyiILEM a wena uy tee hee a ee, 
SLES NOLO LA. \ieemln ine icee, Cuma se imine ities Loreal ig con 4 
EOrcomexchangciGnotero) Bima mete oe Se 


Income before extraordinary item........... 
EXMaOnaiialry MeMMMOlO) eh penis: cle seauece ei. poeds ced Gis 


ING ela ORIC tered aie ee we Ta ern era ag 
Appropriation for: 
Debt retirement as required by 


inewOwer Corporation Act inin alti mac Jeri, Ce 
Stabilization of rates and contingencies............. 


See accompanying summary of significant 
accounting policies and notes to financial statements. 


1981 1980 
$’000 $'000 
1,800,129 1,603,072 
545,760 513,616 
391,038 341,785 
2,736,927 2,458,473 
424,581 360,742 
3,161,508 2,819,215 
764,712 639,572 
762,571 673,856 
127,919 99,490 
62,801 49,038 
2,858 229 
324,596 305,967 
2,045,457 1,768,152 
1,116,051 1,051,063 
657,490 655,399 
51,743 19,238 
709,233 674,637 
406,818 376,426 
= 160,000 
406,818 216,426 
152,766 137,743 
254,052 78,683 
406,818 


_ 216,426 


Statement of Financial Position 
as at December 31, 1981 


Assets 


Fixed assets 


Fixed assets in, SCrviCeGnOte ni); os ao sles iy cei bats: caer eens 
hess accumulated depreciationvaatms «\)s-a. 5 lees earauh deer ater 


COnSthUChOmini PKOGESSMMOLEl (ieee eds. Laan edhe a eee 
Deferred construction projects (note 8).................005. 


Current assets 


Cash and short-term investments (note 9).................0.. 
ACCOUNTS FeCl Va DIG hue santa eet y oleh Seren LO abel iag ae wehiank Praee ieee the 
Fuel: tor electric: generation, (note Oy yaa ane aceite art 
Materialsiand: SUPDNES; auCOSl ay a mata nei eine atebane ture ieee 


Other assets 


Unamortized advances for fuel supplies (note 11)............. 
Wnamonized: debt .ciscOUntLLNOtG s1G) arte etree ee ene 
Long-term accounts receivable and other assets.............. 


See accompanying summary of significant 


accounting policies and notes to financial statements. 


1981 


$’000 


12,489,659 


2,787,400 


9,702,259 
5,381,265 


364,001 
15,447,525 


408,441 
373,309 
681,320 


157,421 
1,620,491 


596,824 
(aI fals 


ehlupehele 
761,605 
17,829,621 


198 

$'0( 
10,887,3 
_2,443.G 
8,444.0 
4,801,2 
384.8 
13,630,1 


239,1 

346.8 
618.2 
144.4 


1,348,3 


4141 
1218 
78,8 
614,7 
15,593,3 


bilities 


ig-term debt 


BeranOmOles Payaole (NOE M2) i. cs ukcccn wlecate sarees tarsi tenets 
BROMC ACT MMOCULCOOLS. Lalicietr ist batten ae A oH ons 


BAY AO WIE OMG VO len uh slctuas alate tesla Wis (ns fethosig Wace ona tke? ¢ 


rent liabilities 


matsipayabie andiaccrued ChargeS. 4 js... saa tel cede 
FSV ATAU ATED (STS 82 YF | 0) (ye Re nt re eae Le 
BCH (COS PEE inant salve haha, ans uals tentity nw ienr 2 AAR RUM. | 
g-term debt payable within one year..................005- 


1tINGeNncies (notes 7, 8 and 14) 
Jity 


ities accumulated through debt retirement appropriations... . 
arve for stabilization of rates and contingencies............ 


tributions from the Province of Ontario as assistance 


BERL ANC OM SUI CUO lier St ark cette te ten yet tails, me rans hakaics Satie 


| 


behalf of the Board 


1981 


$'000 


13,840,051 


260,300 


14,100,351 


437,769 
13,662,582 


541,778 
97,200 
400,639 


437,769 
1,477,386 


1,803,662 
fO9;296 


126,695 
2,689,653 
17,829,621 


1980 
$'000 


12,103,349 
__ 272,355 
12,375,704 
_ 370,646 
12,005,058 


470,032 
144, 525 
318,809 
__ 370,646 
1,304,012 


1,60 Keer 
505,645 


126,695 
2,284,277 
15,593,347 


ee FL Va 


airman President 


onto, Canada 
‘ch 8, 1982 


Statement of Equities Accumulated through 


Debt Retirement Appropriations 
for the year ended December 31, 1981 


Power District 


(Rural Retail and Totals 
Municipal Direct Industrial 
Utilities Customers) 1981 198( 
$’000 $’000 $’000 $’00C 
Balances at beginning of year.......... 1,158,456 493,481 1,651,937 =" 1251 Gee 
Debt retirement appropriation.......... 103,044 49,722 152,766 137,74 
Transfers and refunds on annexations 
DV IMUNICIDAUTINGSe wane rer eee 4,205 (5,246) (1,041) (1,83 
Balances at end of year................ 1,265,705 537,957 1,803,662 1,651,994 
Statement of Reserve for Stabilization 
of Rates and Contingencies 
for the year ended December 31, 1981 
Held for the Held for the benefit of 
benefit of all (or recoverable from) 
customers certain groups of customers Totals 
Rural Direct 
Municipal Retail Industrial 
Utilities | Customers Customers 1981 198¢ 
$'000 $’000 $’000 $’000 $’000 $’OC 
Balances at beginning 
Ol VOATN io. Bane eet 504,411 1,144 (1,043) also 505,645 426,81 
APDrOOnalOnmat mai tee ce: 257,196 iS) (188) (3,069) 254,052 78,68 
Transfers and recoveries 
On annexations by 
Municipal utilities ....... (144) _ (144) (288) 25 
Payment to Ontario 
Municipal Electric 
Association (note 15)... _ eakeg — — (113) (11 
Balances atend of year.... 761,463 1,144 (1,375) (1,936) 759,296 505,64 


See accompanying summary of significant 
accounting policies and notes to financial statements. 
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atement of Changes in Financial Position 
‘the year ended December 31, 1981 


1981 1980 
$'000 $’000 
irce of Funds 
rations 
Bome:perore extraordinary t€M 2... s.2.cs cee. eae wee 406,818 376,426 
epreciation, acharge not requiring funds in the current year. . . 324,596 305,967 
731,414 682,393 
ncing 
yng-term debt 
Bonds and notes payable and other long-term debt issued. . . 2,246,160 1,462,089 
BS SOMO nO ImMOl lop rtits cee te ees, ch be clete e. caos aceme ye eran he wo2isols £602,110 
1,724,647 859,979 
iort-term notes payable — (decrease) increase............ (47,325) 124,455 
ash and investments — (increase) decrease............... (169,323) 195,410 
1,507,999 1,179,844 
Ounts payable and accrued interest — increase (decrease)... . 153,076 Ga epate))| 
ounts receivable and other assets — decrease (increase)..... 7,974 (78,331) 
2,400,963 1,664,351 
lication of Funds 
magiionsiomied assets (Mole 16) Whi veae ys de bea vee 2,144,210 1,469,550 
imortized advances for fuel Supplies — increase............ VO2Z27 19 146.122 
|, materials and supplies — increase................00008 74,034 48,079 
2,400,963 1,664,351 


accompanying summary of significant 
Ounting policies and notes to financial statements. 


as 


Notes to Financial Statements 


1. Rural retail revenues 


Rural retail revenues for 1981 include $20 million provided to Ontario Hydro by the Province of Ontario in order 1 
reduce the differential between rural and urban residential electricity rates. These funds enabled Ontario Hydro | 
provide discounts to rural residential customers during 1981. 


2. Secondary power and energy | 
Secondary power and energy is comprised mainly of revenues of $423 million in 1981 (1980 — $359 million) fro! 
sales of electricity to United States utilities. 


3. Depreciation 


1981 198 
$'000 $'0€ 
Depreciation:of fixed assets in: SErviCe ior. Aber. > aa eiier oi kt cale tetettcer Aur ktattted sree mae uetca 382,475 334,90 
Amortization of deferred CONSIFUCGTION DIOI6CIS.c ac cements soe tiene eee eke one nese ais IGrs2o 13,98 
Costs of removal less salvage proceeds on retirements ............. 0.0 c eee ee eee, 4,054 2.0m 
402,852 351,42 

Less: 
Depreciation charged to — heavy water production. ............4.:. ete su ne 50,672 21,68 
= GCONSIUICHONIMN DROGMCSS we cate cia seins) ua eetenlietcte ne Hue el 21,308 17 6s 
- {lel fon GIeCthriC GEMeratOnarecraras cee tables eaten 2,266 2,24 
Net Gains on sales .of fixed aSSets ia cet. 2 2 nseares drm sucht caiesesttapanies ket saat mr oleae seta 4,010 3,97 
78,256 45,4€ 


324,596 305, 9€ 


Depreciation of fixed assets in service includes $13 million (1980 — $4 million) for the amortization of non-operatir 
generating units which have been mothballed for future use. (See note 7.) 


4. Interest 
1981 1 Qe 
$'000 $'0C 
Interestiombonds, MOLES ANG OUTER Bees hee tren eae recta oe eretmetecacrad trate pelos aneterican 1,369,933 1,165,92 
Less: 
Interest charged to — CONStRUCTION IM PFOGIKESS 54.2 patie ake he ees tedin eae iemater ees 472,596 328, 9 
=. heavy water DrOdUuCTION sy. fine hureie a cenea arate ill ets ta reeareetee 96,537 34,34 
— linamornizediadvances fon 1Ue||SUDDIICS Wig ne a ences 48,366 29,32 
= eltOrelecinc:qenerationiewi sar tao4 see ese meanest kee 10,259 8,6( 
Interest Garnecron) IMVESTIM GINS es aecatetcesitct a ecrcotsg cco ee cirarc amet teats eve arc tearm ibrar errand 84,685 72,66 
Net gain on redemption of debt and sale of investments. ...............- eee eee -- 36,6( 


712,443 510,52 
657,490 655, 


5. Foreign exchange 


JUMVI9S ly eae 
$'000 $'0( 

Exchange loss on redemption and translation of foreign 
ayereraCs pale lc\Oie Wee PRR RE NPRM LEE SA Muah? eOTMMN WEES inn) Mean hitter ciate mer amily tcMmLL sate 40,742 23,4) 
Net exchange|loss (gain)! om others foreign: tranSactonsSi, ae: aus ees «eens 11,001 (4,2. 


51,743 19,2: 


6. Extraordinary item 

Asa result of the 1980 and 1981 forecasts projecting reduced rates of growth in future electrical demand, and the fé 
that studies indicated it was cost effective to install nuclear and hydraulic generation before adding more fossil-fueli 
stations, the plan to complete an oil-fueled generating station at Wesleyville was cancelled effective December ¢ 
1980. This cancellation resulted in an extraordinary charge of $160 million against income in 1980 to write off t 
construction project costs and to provide for the estimated costs of cancellation. 


-ixed assets 


1981 1980 
$000 $000 
Assets in Accumulated Construction Assets in Accumulated Construction 
Service Depreciation in Progress Service Depreciation in Progress 
eration — hydraulic... 1,747,545 421,769 8,454 1,733,004 390,861 114,714 
—fossil...... 2,579,429 FW Ae ¥okS) 407,132 2,204,209 Baoriyad 549,632 
—nuclear.... 1,902,932 309,839 4,059,144 1,896,320 245,889 iL a i XC! 
my Water... ce. sce eee 590,670 77,264 564,022 589,484 66,533 249,134 
Ismission and 
mrUeUUOn Pee =e... 3,680,004 S929 1c 302,254 3,396,803 783,017 326,307 
ninistration and service. 602,988 234,781 40,259 547 ,038 200,329 24,752 
vy water production 
BOS Fee 2 4, 1,386,091 173,895 - 470,464 121,513 858,640 


12,489,659 2,787,400 09,381,265 10,887,352 2,443,317 4,801,293 


i result of forecasts projecting reduced rates of growth in future electrical demand, certain fossil-fueled generating 
s were mothballed for future use; during 1979 and 1980, five units at the R. L. Hearn Generating Station, and 
ng 1980, two units at Lennox Generating Station were mothballed. The capital cost and accumulated depreciation 
ese Non-operating units, amounting to $268 million and $89 million, respectively (1980 — $268 million and $76 
On, respectively), are included in fossil generation assets in service. At this time it is uncertain when these units will 
Ime operation. 


struction in progress at December 31, 1981 is comprised of: 


Remaining Dependable 
Number of Planned Capacity to Costs Incurred Estimated Future 
Units In-Service be Placed to December Costs to Complete 
Scheduled Dates in Service Sie O8t (Including Escalation) 
| MW $ millions $ millions 
lear generating stations 
Icluding heavy water) 
mickering B’........ 4 1983-85 2,064 Zao 1,509 
BUCO Dr cater nes i 4 1984-87 3,000 1,922 3,618 
Marlington’........... 4 1988-90 3024 386 9.141 
sil generating stations 
mhunder Bay........ 1 1982 149 148 35 
Atikokan petri, Pht 1 1984 206 182 482 
ither construction 


BOGTOSS @s..ahy-ie os — — — 605 = 
, 5,381 


above estimates are the most recent forecasts as of March 8, 1982. These estimates include cost escalation which 
“ecast to range between 10.5% and 12.7% per year in the period 1982 to 1990. Interest is also added to the cost of 
struction in progress at rates which average 16.1% per year over this period. Because of long construction lead 
s on these projects and the uncertainties associated with the economic assumptions, the above planned in-service 
$ and estimated future costs to complete are subject to change. 


Jeferred construction projects 


| 1981 1980 
| $'000 $'000 
Capital Accumulated Unamortized Capital Accumulated Unamortized 
Cost Amortization Cost Cost Amortization Cost 
xe Heavy Water 
en CHAT owlte 14,812 362,703 395,840 13,540 382,300 
or DTOjOCtS ...6 sien » 4,983 3,685 1,298 Dales SHA) 2,549 


382,498 18,497 364,001 401,564 16,715 384,849 


result of forecasts projecting reduced rates of growth in future electrical demand, the Board of Directors made 
ions to the capital construction program for Bruce Heavy Water Plant “D”. In 1978, it was decided to stop 
struction on the second half of the plant and store the components. In 1979, it was decided to complete 
Buction and then mothball the first half of the plant. At this time it is uncertain when the plant will be used. 
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9. Cash and short-term investments 


Cash and interest bearing deposits with banks and trust Companies.................. 
GOrPOrate NOS Fae a is ease a raped apa mene oo leek cae ge ee eee ene 
Government and government-guaranteed securitieS... 1... 0. ee 


408,441 239,1 


Corporate notes were recorded at cost which approximates market value. Government and government-guarant 
securities were recorded at the lower of cost or market value; market value as at December 31, 1981 was $39 mill 
(1980 — $120 million). 


10. Fuel for electric generation 
1981 1° 
$'000 $C 
488,048 484 
154,977 100,€ 
38,295 33m 


681,320 618,2 


InVENtOnieS=="COaleriie vimen ho atedcae Ake rete: Oh a UCU SE Bat ATA Lu a Rn cc aaa rem 
ECT eee S28 te ARN EEA Ba oe SU epernbartiy MUR.» | Soneeet balan arrteokae A Miaentaetreaceerttiae EA AOR 
PNAC [AF CL GRRE BTS “LEU pod et 10 Za toe) Dae Bs cm EA TT aa ras cr GRC Raga oy gen edt ee Ve eh Pree 


11. Unamortized advances for fuel supplies 


1981 1% 
$'000 $'( 
COO 3 oust tete tal eae ia coules Car Ont ak ated tors Des cae 78a eee gee EU ea ee ee ee diigo Ac) 997 
OT eelal Wl santa NAL ere SMT nN tli ann roe, citue T abn tim omits mn tr Miele haraiaace chatty aucke 5H: 485,248 314, 


596,824 414.1 


Based on present commitments, additional advance payments for fuel supplies will total approximately $244 mill 
over the next five years, including approximately $155 million in 1982. 
12. Bonds and notes payable 


Bonds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by the currer 
in which they are payable in the following table: 


1981 1980 
Principal Weighted Principal Weighte 
Outstanding Average Outstanding Average 
Years of maturity $'000 Coupon Rate $'000 Coupon R 
Canadian Foreign Total Total 
1981 _ _ _ 354,540 
1982 206,434 CAS N27 419,561 386,156 
1983 171,043 201,906 372,949 Sho eo 
1984 100,077 114,096 214A 214,764 
1985 564,965 293,178 858,143 860,801 
1986 a 148,118 148,118 = 
1— 5 years 1,042,519 970,425 2,012,944 9.0% Z21GROCr 8.9% 
6 — 10 years 249,862 1,188,943 1,438,805 ibe heal 770,260 (es 
11 — 15 years 605,709 284,372 890,081 8.3 558,705 oa 
16 — 20 years 2,414,949 542,812 2,957,761 1OG7 2,363,264 93 
21 — 25 years 1,446,162 1,008,449 2,454,611 9.6 2,805,764 9.3 
26 — 30 years W763 070s 2322, 779 4,085,849 10.8 3,413,969 10.0 
TOCA MERO ONAL COG O40 05 12,103,349 
Currency in which payable 
Canadian:dollarsmyecseirnits tees eee Pd2e.cn 6,823,253 
United: States dollarsi.aear 0 Bea ee one 6,185,064 5-132;/09 
West German Deutsche marks........... 75,992 90,663 
SWISS RAN CS p14 tae anee tee eee Sal eee a ere a 56,724 56,724 
13,840,051 12,103,349 


The bonds and notes payable in United States dollars include $4,502 million (1980 — $3,949 million) of Ontario Hy 
bonds held by the Province of Ontario and having terms identical with Province of Ontario issues sold in the Uni 
States on behalf of Ontario Hydro. Except for these bonds and $1,000 million (1980 — $500 million) of bonds issue¢ 
the Province of Ontario with respect to Canada Pension Plan funds advanced to Ontario Hydro, all bonds and no 
payable are guaranteed as to principal and interest by the Province of Ontario. 


The long-term bonds and notes payable in foreign currencies are translated into Canadian currency at rates 
exchange at time of issue. If translated at year-end rates of exchange, the total amount of these liabilities would have 
be increased by $681 million at December 31, 1981 (1980 — $794 million). | 


Other long-term debt 
1981 1980 
$'000 $'000 
balance due to Atomic Energy of Canada Limited for the purchase of Bruce Heavy 
er Plant “A”. Under the purchase agreement, Ontario Hydro pays equal monthly 
alments of blended principal and interest to December 28, 1992, with interest at the 
BAD /ostrrer nnemneeee bees bile ttniathe ton mean cel tes tet eis fim trea hee ree tes 187,107 197,549 
italized lease obligation for the head office building at 700 University Avenue, Toronto. 
lease obligation is for the 30-year period ending September 30, 2005, payable in 
ed States dollars at an effective interest rate of 8%... 0... eee 41,889 42,455 
italized lease obligations for transport and service equipment. Under these agreements, 
ithly instalments of blended principal and interest will be paid to 1988, at effective 
Bates alin IO: O70. 27 TO tors en tee oo an eats Cee te eee biel, 31,304 S215) 


260,300 272,399 


ments required on the above debt, excluding interest, will total $99 million over the next five years. The amount 
able within one year is $18 million (1980 — $16 million). 


Fuel used for electric generation 


ario Hydro has contracted with Petrosar Limited for the purchase of 20,000 barrels of residual fuel oil per day 
ugh to April 1992. Deliveries in 1981 were 6% (1980 — 18%) of the contract quantities. Ontario Hydro is currently 
ussing with Petrosar Limited the implications of lower than contracted deliveries. An amount was charged to the 
! cost of operations to provide for settlement with respect to reduced deliveries in 1980 and 1981. 


‘Payment to Ontario Municipal Electric Association 


| 


amount of this payment is equivalent to interest on the balance held for the benefit of Municipal Utilities in the 
2rve for Stabilization of Rates and Contingencies. 


Net additions to fixed assets 


additions to fixed assets are capital construction expenditures less the proceeds on sales of fixed assets. In 1981, 
additions to fixed assets reflect proceeds on sales amounting to $8 million (1980 — $76 million). For 1982, net 
tions to fixed assets are estimated to be $3,034 million. 


| 
Pension plan 


most recent actuarial valuation of Ontario Hydro’s pension plan as at December 31, 1980 reported a surplus of 
‘oximately $17 million (December 31, 1979 — $81 million). 


significant actuarial assumptions used in the 1980 valuation (1979 valuation) were: 

— rate used to discount future investment income 8.5% (1979 — 7%) and future benefits 8% (1979 — 7%) 
— salary escalation rate 8% (1979 — 6.75%) 

— average retirement age for males 61.8 (1979 — 62.2) and for females 60.8 (1979 — 61.9) 

— common stock valuation 5 year average (1979 — 5 year average) 


effect of the above changes in valuation assumptions, partially offset by the experience surplus for 1980, reduced 
yension plan surplus by $64 million. 


pension plan costs for 1981 were $60 million (1980 — $43 million), after a reduction of $1 million (1980 — $7 
on) for the amortization of pension plan surplus. 


Research and development 


981, approximately $50 million of research and development costs were charged to operations and $5 million 
2 capitalized (1980 — $41 million and $4 million, respectively). 


Change in accounting policy 


stive January 1, 1981, redemption discounts or premiums on debt acquired prior to the date of maturity are being 
tized over the period from the acquisition date to the original maturity date of the debt. Prior to January 1, 1981, 
€ redemption discounts or premiums were credited or charged to operations at the acquisition date of the debt. 
change has been applied on a prospective basis because of the nature of the environment in which Ontario Hydro 
Dlishes its power rates. The effect of this change has been to decrease net income for the year ended December 
1981 by approximately $90 million. This amount has been reflected as a reduction from the unamortized debt 
dunt as shown in the statement of financial position as at December 31, 1981. 


Se 
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The Pension and Insurance Fund Statement of Assets 
as at December 31, 1981 


1981 1980 
$'000 $'000 

Fixed income securities 
Government and government-guaranteed bonds..... 174,316 299,974 
CORDOTATS, DONS: take Sete ee re ee 283,183 Travud 
FIStUIMOnGdgeSeemern yesh at conn i iel ke ns eres ae eae 369,000 375,340 
Total tixed.income:securities 7... 21... vere eee 826,499 848,369 
EQuUItICS,—"COrpOrdle:SNanes ewe) aasqanc eee ee e 449,051 343,282 
Cashcand:shorstermninvestments. 1 Sane ate att aa eee 142,978 72,283 
LOtal, INVESHM OTS xo sietn ch lete Maya ai ceca cd cotta Bes 1,418,528 1,263,934 
AGCCKUCCIMEereSVanic: GIVIGCNCS sam = nts ie erie ene ee, 24,384 17,224 
Receivable:fronmy Ontanlo-Mydio.. 5.32... eee 2,630 2,965 


1,445,542 1,284,123 


Notes 


1. Accounting Policies 


In the above statement of assets which is prepared on the accrual basis of 
accounting, bonds are included at amortized cost, first mortgages at balance of 
principal outstanding and shares at cost. Total bonds and shares at December 31, 
1981 with a book value of $907 million had a market value of $954 million (1980 — 
$816 million and $928 million, respectively). 


2. Actuarial Valuation 


The most recent actuarial valuation of Ontario Hydro’s pension plan at December 
31, 1980 reported a surplus of approximately $17 million (December 31, 1979 — 
$81 million). Pension plan surpluses or unfunded liabilities are amortized over a 
fifteen year period. 


Auditors’ Report 


We have examined the statement of assets of The Pension and Insurance Fund 
of Ontario Hydro as at December 31, 1981. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In Our Opinion, the accompanying statement presents fairly the assets of the fund 
as at December 31, 1981 in accordance with the accounting policies described in 
note 1 applied on a basis consistent with the preceding year. 


Toronto, Canada, CLARKSON GORDON 
March 8, 1982. Chartered Accountants 
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BIMICIGALUUNEOS ssn e i pucta nmin o/s 
Rural retail customers............ 
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SS excess revenues’) ............ 


rating costs 
operation, maintenance and 


Baiminstiation ee |... st es. = 
Jel used for electric generation..... 
BFOCia tl OMicwrrtterian ditto Ae eee weses 
IIR Ord ke seg enh 2 SCT oe ney ane nom 


me before financing charges 


= extraordinary item............ 


incing charges 
terest on bonds, notes and other 


TSC ie ee em ne 
Bpitalized interest... ........6.6.4% 
eSNG INCOME co cen ea ue ves ws + 


reign exchange (gain) loss....... 


me before extraordinary item.... 
BPPUCHTVAL VOU) cae Deere se tric iM 


(en ee a A 


footnotes on page 39. 


ye Year Summary of Financial Statistics 


267,615 


1977 1978 1979 1980 1981 
(in thousands of dollars) 

1,108,099 12754 OF 1.441.557 1,603,072 1,800,129 
407,382 442 224 474,795 513,616 545,760 
243,560 261,816 305,210 341.785 391,038 

1,759,041 1,979,147 2221, 562 2.458.473 2,736,927 
210,046 288,533 346,558 360,742 424 581 

1,969,087 2,267,680 2 56620 2,819,215 3,161,508 
122,093 130,292 — Ss — 

1,846,994 2,137,388 2,568,120 2,819,215 3161503 
414,307 501,800 601,422 639,572 OAT le 
441,902 487,037 605,839 673,856 162074 
215,601 265,060 284,610 305,967 324,596 
177,807 166,751 154,427 148,757 193,578 

1,249,617 1,420,648 1,646,298 eZ 68st52 2,045,457 
597,377 716,740 921,822 1,051,063 1/116:051 
TOS 201 899 817 1,029,568 1,165,921 1,369,933 
(283,624) (304,119) (341,073) (401,254) (627,758) 
(62.075) (76,249) (105,163) (109,268) (84,685) 
407,552 519,449 5GS3a2 655,399 657,490 

(3.724) 29,346 70,875 19,238 51743 
403,828 548,795 654,207 674,637 709,233 
193,549 167,945 267,615 376,426 406,818 

— 20,500 _ 160,000 _ 
193,549 147,445 216,426 406,818 
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1977 1978 1979 1980 1981 
(in mills per kilowatt-hour of total energy delivered) 
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Average revenue per kilowatt-hour@)(”) 
Primary power and energy 


Meinicipalunlitics tes iae 18.99 20.81 22.16 24.70 2fa 
Rural retail. CUSIOIMErS 4.0 eee Silees S412 1 36.49 39.70 42. 
Direct industrial customers....... 16.04 lifeihc 19.37 20.80 oon 
Secondary power and energy....... 24.63 ZS 29.72 SOL0G 38. 
All classifications combined ......... 20M 22.82 24.15 26.85 29. 
(expressed as a %) 
Average rate increases") 
MURICIDalUuitiitiGSre ese eer tere ea 30:3 9.4 9.8 8.6 ¢ 
Rural retail customers............. 25.6 9.8 20 6.2 tk 
Direct industrial customers......... Gane TOES HOM Fal ¢ 
(in mills per kilowatt-hour of energy generated) 
Average cost per kilowatt-hour®™” 
Hydraulic 
Operation, maintenance and 
Administrations teas ae 18 86 98 1.09 a 
Fuel — water rentalS............. 44 48 SoZ 58 
Depreciation and financing charges B20 Cele) WAS 3.24 =) 
facontiG 473 eas S491. _S. 
Nuclear 
Operation, maintenance and 
ACnaIMnISiRatiON se. = ee ae eee eee 2.91 She Chee 3.49 4. 
Fuel iranian vey cee eae 1.29 1.61 1.94 2.39 an 
Depreciation and financing charges. 6.54 8.69 ; LS & 
10.74 13.42 14.52 13.53 14. 
Fossil 
Operation, maintenance and 
administration ers, aaa eee 2.49 2.98 One t 3.42 3 
Fuel = coal/gas and oil t 7... .. Loy 15.42 17.08 18.56 ou 
Depreciation and financing charges. oy ile) 6.90 aS 6.46 & 
20.84 Bs 0) 20e5U 28.44 30 


See footnotes on page 39. 


1977 1978 1979 1980 1981 
(in thousands of dollars) 


incial position 


Ber ASSES oS fc Gastown sc ceicn is Ge gis Td SOO OOO PoslOL,OUGl 4 bo. 1eo dO Doo Osi initsocuioT | 
RPL ASG anit etn came a 995390765 inlzo40.90) 12°626 642.) IS 6c0177 115:447-525 
RCP OC tates nile en Mare sat S695.Go0u) 40\220,700 ) 115134185. - 12,005,058") 913:662,582 
CLR Rik elas RM Agr oat gfe i eer an 1,656;763 1,802,793 2,069,538 2,204,007 2,689,653 
or sources of funds 

Rea HOWM Smee rer ue ra. ye ey 409,150 433,005 552,220 682,393 131,414 
ynds and notes payable and other 

long-term debt — netincrease..... Tet GOLO65 1,489,912 let, OO 859,979 1,724,647 
or application of funds 

st additions to fixed assets......... alee pa 72 0) 1,652,043 1747.0 1,469,550 2,144,210 
Vamortized advances for fuel 

supplies — netincrease.......... 57,169 45,626 126,680 146,722 182,719 


incial indicators 


Brest coverage”... ae 1.26 1.19 1.26 1232 1.30 
Mr atiOW rate e Masher ae Ay to 844 isheres .848 846 841 
turn on average rate base (%)® .... 9.3 9.4 10.1 10.8 ies 
notes 


intario Hydro was required by the Province of Ontario to conform with the spirit and intent of the Federal Anti-Inflation program as 
applied to net income for the years 1977 and 1978. Excess revenues were applied to reduce customers bills in 1978, 1979 and 
980. 

igures for 1977 and 1978 are before deduction of excess revenues. (See footnote 1.) 

verage cost per kilowatt-hour represents the costs attributable to generation but excludes the costs related to transmission, 
istribution and corporate administrative activities. These figures reflect the historical accounting costs of operating facilities and 
le actual energy generated by these facilities during the year. 

iterest coverage represents income before extraordinary item plus gross interest (interest on bonds and notes payable, 
1ort-term notes payable and other long-term debt) divided by gross interest. 

ebt ratio represents debt (bonds and notes payable, short-term notes payable and other long-term debt) divided by debt 
lus equity. 

eturn on average rate base represents income before extraordinary item plus gross interest (interest on bonds, notes and other 
ebt) divided by average rate base (total assets less accounts payable and accrued charges, accrued interest, and contributions 
om the Province of Ontario as assistance for rural construction). 

igures for 1981 are preliminary. 
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COMPARATIVE STATISTICS 


1981 1980 VeWAs. 1976 197 


Operating 

Dependable peak capacity (000 KW)............. DAIS OS) 4 45 (5 es 4e0 wel Oe. 13,9¢ 
December primary peak demand (‘000 kW)....... 16,600 16,808 LOesOo 15,896 11, 
Primary energy made available (‘000,000 kWeh)... 101,659 100,174 98 12h 90,853 68,1. 
Customer 

Primary energy sales (000,000 kWeh) 

MNICIOS HOTT OSta ety renter cenit cer ecu ee ecto eae 66,421** 64,899 63,349 SisOoo 41,4 
PRU Falretetl mils olan nck: Cee iret een tn ee Slee ea, Weer LWA Seis: 3 Otel 12,436 8 2: 
DIFGCTaGStitalyys ie. epee ace el eeu cee seed 17 OG lO 402 May Veo ve 14,071 13,4 
TT Ot alist tet eters een Glas UE creme et enon nrg? 96,243** 94,267 92,117 84,142 63,7 
Secondary energy sales (‘000,000 kWeh)......... eOGS3 Oy ar lilo62 ANOd 40. 


Total Ontario customers (000) 


Reasidentiallin ui xe tev ren ten re Wir a hae Sa ee Poh ie 2,493 2,449 2,297 2,6 
Ary iibietene eee dwn Ant kre. poe eee sae dy Cenk ae 1Oae i pes} 2a 1 
GOMmMercalianGincustrial aes acter ae earesenr ase B2Cn S22 3:16 292 2 
Whe) col Pet ear GA sae tare ae ie wae Ys en, MUI Reem 2,978** 2,927 2,878 2,710 2,4 


Average annual kWeh per customer ) 
Resiclertialins ii tak camer Rae Saree een 9, 860** 9,821 9 839 9,708 8,0 


ZED ERE ee rad meee ORM reg Een te CRE ar een Taman. rear” LOOTS? FID Uo 19'225 16,955 13,0 
CGOMMMenclal ano lmGCs tial oe sosre menue argo ee 202:900** 202,582" 204.1137 "h9efz2 175.6 


Average revenue per kWeh (¢) 


eee TAC cee teal calli eect ielbeer ieee) Saree 3.96** 3.60 3.22 9.23 1 
Cer alin | Ste ncr 0, | Cln fe Chat malt oes Leeaen aie IN, Wee 418** 3.74 3.42 2.46 1 
Commercial and industrial.............. 00.0000 2.88" 2.66 2.35 1.63 1 
Statftaverage fon VOaN Ae a cine ie cee i eet ieee 30,850 28,902 28,385 COVES 23,6 


*Includes mothballed generation; 1981 — 1,913,000 kW; 1980 — 1,704,000 kW; 1979 — 550,000 kW. 


** Preliminary 
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THE CORPORATION 


ONTARIO HYDRO is a special statutory corporation established by the provincial 
Legislature in 1906 with broad powers to generate, supply and deliver electric power 
throughout the province. 

The Corporation’s primary responsibility is to provide power to municipalities — 
over which it has certain regulatory functions — which in turn distribute the power to 
customers in their areas. Hydro also supplies more than 100 direct industrial customers 
and about 760,000 retail customers in rural areas not served by municipal utilities. 

In 1981 Hydro’s mandate was broadened slightly by two amending acts of the 
Ontario Legislature. One amendment requires Hydro each year to forecast, for the 
following year, the differential between rural residential billings and municipal utility 
residential billings and to discount rural residential rates, if necessary, to reduce the 
forecast differential to 15 per cent. 

The second amending act authorizes Hydro to provide an energy conservation 
program encouraging the safe and efficient use and conservation of all forms of energy. 
The act also authorized the Corporation to produce, sell, supply and deliver steam and 
hot water as primary products from new or existing facilities. 

Hydro is part of a massive electric grid providing interconnections with Manitoba 
Hydro on the west, Hydro-Quebec on the east, and with utilities in New York and 
Michigan states to the south. 

Hydro is governed by the Power Corporation Act, Revised Statutes of Ontario, 1980, 
c. 384 as amended, which sets out that electrical power and electrical energy be provided 
to municipal customers at cost. This includes charges for operation, maintenance, 
administration, depreciation, fixed charges and reserve adjustment. Also included is 
the cost of the energy conservation program and any difference in revenue resulting 
from the rural rate differential adjustment. Fixed charges include interest and expenses 
of debt service and the provisions for the retirement of debt over a 40-year period. 

The Province of Ontario guarantees the payment of the principal and interest on 
bonds and notes issued to the public by Ontario Hydro. In the case of public borrowing 
in the United States, the Province borrows on behalf of Hydro by issuing its own 
debentures and advancing the proceeds to Ontario Hydro upon terms and conditions 
agreed upon between the Corporation and the Treasurer of Ontario. 

Ontario Hydro is administered by a Board of Directors consisting of a chairman, a 
vice-chairman, a president and not more than 10 other directors. Regular review of 
strategy, programs and resources is a function of the Executive Office, composed of the 
chairman, the president, the two executive vice-presidents and the secretary and general 
counsel. 
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Report of the Board of Directors of 
Ontario Hydro for the Year 1982 


The Honourable Robert Welch 
Minister of Energy 


On behalf of my predecessor Chairman Hugh Macaulay and the 
Board of Directors, I submit to you this report of the financial 
position and relevant Ontario Hydro activities for the year 1982. We 
would like to thank you and the staff of the Ministry of Energy for 
the cooperation and understanding extended during the year. — 


ler Unileetr 


Milan Nastich 

May, 1983 
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ee There’s a tough 

transition ahead 
- Hydro is going 
to have to 
redirect all of 

‘its resources. ®® 


rman Hugh Macaulay* 


gh Macaulay retired as Chairman 
e Board of Directors March 31, 

. President Milan Nastich was 
nted interim Chairman for a 
nonth term effective April 1, 1983. 
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Comments from the Chairman 


The year 1982 may well be 
remembered as a turning point in 
the evolution of Ontario Hydro. It 
was a year when Hydro, like any 
other business in Canada, had to 
face squarely the challenges of a 
slumping world economy — a year 
in which Hydro had to re-examine 
its goals and objectives to better 
serve the needs of its customers. 

Hydro has a record to be proud of 
— 76 years of reliability, service and 
unsurpassed technological 
achievements. It’s because of this 
record, because of these strengths, 
that I’m confident Hydro can adapt 
when changing times dictate 
changing direction. 

That’s not to say there isn’t a 
tough transition ahead. Hydro is 
going to have to redirect all of its 
resources to deal with slower 
growth, higher costs and the 
financial uncertainties of the 
current economic climate. 

In the past, and especially in the 
60s and ’70s, we had our work cut 
out for us building generating 
stations to meet the demands of an 
energy-hungry province. To that 
end, Hydro is now seeing some of its 
hard work realized. 

In 1982, the first of four nuclear 
reactors at Pickering B Generating 
Station began producing power, 
while construction continued at the 
Bruce B and Darlington nuclear 
generating stations. With so many 
businesses today shying away from 
energy megaprojects, Hydro is 
completing three of Canada’s most 
ambitious large-scale projects and 
providing thousands of jobs for the 
Ontario economy. 

Now Hydro is turning to new 
demands — looking at ways to use 
more efficiently the resources it 
already has. 

Over the past year, the 
Corporation has been developing a 
new strategy designed to result in a 
more efficient, customer-oriented 
Hydro. It will demand cutbacks and 
no small sacrifice as Hydro works to 
develop an organization responsive 
to tough times and changing 
patterns of energy use. 


We have already taken some 
major steps in this direction, as the 
record shows. During 1982, Hydro 
cancelled or deferred several large 
capital projects, slashed operating 
budgets and took measures to 
reduce wage and salary costs 
beyond those required by the 
provincial government’s restraint 
program. 

There will be more cost-cutting in 
the future. But electricity 
customers can still be assured of a 
high level of service and reliability 
from their utility. 

As I’ve said, Hydro has many 
strengths to help it face the 
challenges of the ’80s and ’90s. Not 
the least of these is its people — 
hardworking, resourceful and 
dedicated. I am confident their 
efforts will ensure that Hydro 
responds to Ontario’s changing 
energy needs with vigor and 
creativity. 

On behalf of the Board of 
Directors, I would like to thank 
Sister Mary, Conrad Lavigne and 
Philip Lind for their valuable 
contributions to the work of the 
Corporation during their time on 
the Board. As well, I would like to 
welcome new appointees John 
Cronyn, Isobel Harper and John 
Erickson. 

Our thanks are also extended to 
Ontario’s municipal utilities and 
their associations, the Ontario 
Municipal Electric Association and 
the Association of Municipal 
Electrical Utilities, for their 
cooperation and their unfailing 
service to the people of Ontario. 

On a personal note, I wish to 
express my deep appreciation to my 
colleagues on the Board, to senior 
management — particularly 
President Milan Nastich — and to 
all those Hydro people who have 
helped make my term as Chairman 
the most stimulating and rewarding 
years of my career. 
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A conversation with Hugh Macaulay 


What was the most significant 
factor affecting Ontario Hydro 
in 1982? 


Without a doubt, the economic 
recession, especially the drop in 
industrial demand for electricity. 
For the first time since World War 
II, people in Ontario used less 
electricity than they did the year 
before. Not much less, but less. The 
rate of growth in electricity use has 
been slowing down since 1977, but 
coping with an actual drop has 
meant a fundamental adjustment 
for an organization that for decades 
has been geared to doubling the 
capacity of its system every 10 
years. 

The immediate result was that 
Hydro earned less revenue than 
expected — we had fewer dollars to 
do the job of providing electricity 
for our customers. It became clear 
early in the year that Hydro had to 
squeeze more out of its resources, 
make do with less and take a hard 
look at some of its planned projects. 
Thanks to a strong staff effort we 
did succeed in bringing costs more 
in line with revenues during the 
latter part of the year. 


Ontario Hydro indicates in its 
new corporate strategy that one 
of its goals is to hold rate 
increases to no more than the 
rate of inflation. Will Hydro be 
able to do this? 


Looking at the average increase 
over a number of years, I think the 
answer is yes. Individual years may 
be higher or lower, but look at our 
record. Over the past four years, the 
real price of electricity declined 7 
per cent following a period of 
substantial increases. 

In the next two or three years, we 
may be seeing real increases in the 
price of electricity again as we start 
charging customers for the 
accumulated interest on new 
nuclear plants coming into service. 
This situation will probably change 
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by the late 1980s, especially if 
industrial demand for electricity 
picks up as we expect it will. Over 
the decade, we'll see that electricity 
prices have remained very stable, 
especially compared with other 
forms of energy like natural gas and 
oil. 


With revenue from power sales 
down and a commitment to keep 
a tight lid on rate increases, is 
Hydro’s borrowing program 
affected? 


Certainly, there’s a temptation to 
lean more heavily on capital 
markets — a lot of pressures point 
toward increased borrowing. But 
there are some countervailing 
pressures as well. There’s a definite 
limit to how much money is 
available to Hydro at the right price 
and to the total amount of funds we 
can borrow if we want to maintain 
our financial health and provide for 
future rate stability. Hydro already 
has a major borrowing program — 
the production of electricity is a 
capital intensive business — and 
this program will have to continue. 
But, particularly in the present 
economy, we have a responsibility 
not to put undue pressure on the 
market or take more than our share 
of funds. 


Ontario Hydro has been 
encouraging its customers to 
practice conservation, yet it is 
stepping up efforts to encourage 
them to use electricity in place of 
other forms of energy. Why? 


Because we believe that both 
conservation and substitution are in 
the best interest of our customers. 
We encourage conservation 
because it is neither economic nor 
responsible to waste energy. 


We encourage substitution 
because getting off oil is a nation 
and provincial priority, and 
electricity is a good alternative. 
Ontario, like its neighboring 
provinces, has surplus electrical 
generating capacity. Not to use 
efficient, new generating stations 
which have been built and are be 
paid for can be a waste too — a 
waste of the money and material 
resources that went into them. 


You mentioned that Ontario 
Hydro has made an effort to 
reduce costs. Will this have ar 
effect on Hydro’s commitmeni 
reduce the impact of its 
operations on the environmer 


I don’t think the people of Ontar 
will permit that. Until recently, 1 
used to be that in tough economi 
times concerns for the environme 
faded into the background as pec 
became preoccupied with their 
personal security. We have more 
unemployment in Canada now tl 
we ve had in decades, yet I don’t 
detect any decrease in the intere: 
in protecting the environment. N 
is there any indication that 
government is prepared to slacke 
environmental controls. 


In view of Hydro’s surplus 
generating capacity, and the 
high cost of building new plar 
would it not make sense to de; 
indefinitely construction of th 
Darlington nuclear generatir 
station? 


No. For a number of reasons. 
Despite the high capital cost, 
nuclear plants are the cheapest 
means of generating electricity t. 
we can build today. 
We have some coal plants that 
through the 1990s will be retired 
from service. Their capacity will 
have to be replaced. And there a 
no acid gas emissions from a nuc 
plant. Even if you have fossil-fir 
generation, it’s preferable to run 
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h Macaulay answers listeners’ questions on an open line radio program. 


ear plants. Finally, it’s just not 
ible when you’re building a 

ect the size of Darlington to 
-and stop and start again. Our 
liers have committed 

aselves to major component 
luction and the investment 

dy made in plant, in 

loyment and in materials is 
that it’s not economical to stop 
wroject altogether. 

ere going to need Darlington 
it’s going to be economic to 
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990, more than half of 

ario’s electricity will come 

2 nuclear plants. At least 
poll has indicated declining 
lic support for nuclear 

er. Will it be difficult to 

ease electricity’s share of the 
gy market without greater 
ort for nuclear power? 


ic attitudes are far more 
plex than what a few questions 


in a poll can show. If you’re trying 
to determine the level of public 
support for any form of energy, 
you ve got to put that support in 
context with the alternatives. 

If you want a useful measure of 
the level of support for nuclear- 
generated electricity, for example, 
you should be asking whether 
electricity consumers would be 
prepared to pay, say, 25 per cent 
more for their electricity if we 
switched from nuclear to coal, and 
whether they would accept more 
acid gas emissions. In my view, the 
people of Ontario don’t think they 
pay too little for electricity now. If 
you and | had to rely on a lower 
proportion of nuclear power, the 
price of electricity in Ontario would 


go up. 


Is Ontario Hydro too large to be 
effectively accountable to 
anyone but itself? 


No, because it is an agency of 
government, and the mechanisms of 
control over its operations are very 
well developed. 

Ontario Hydro is accountable to 
the elected representatives in the 
provincial legislature through the 
Ministry of Energy and is 
administered by a Board of 
Directors appointed by the 
Government of Ontario. 

Every year we have to submit our 
rate proposals to the Minister of 
Energy, and then to explain them, 
and all of the cost components in 
them, at hearings conducted by the 
Ontario Energy Board. These are 
public hearings of an adversarial 
nature at which the public is free to 
intervene. 

Virtually all of our major 
activities — borrowing, property 
purchases, all types of generation, 
routing of transmission lines, safety 
and labour relations practices — are 
subject to government regulation or 
approval. And many are open to 
direct public review. 


What are the main challenges 
facing Ontario Hydro in the 
years ahead? 


Right now, keeping the price of 
electricity down. Our challenge is 
the same one facing other industries 
— to produce a reliable and 
competitive product in a tough 
economy. 

Taking a longer view, we have to 
be careful not to overreact to this 
economic slump. I don’t think the 
people of Ontario would want 
Hydro to plan the utility system on 
the assumption that one-third of 
Ontario’s industrial capacity will 
always be idle, as it was in 1982. 
They'll expect Hydro to be able to 
meet increased demand — at the 
right price — when the economy 
recovers. And Hydro will be ready. 


ee Keeping electricity 


rates competitive 
over the longer 
term demands 
more than 
cost-cutting. ee 


President Milan Nastich 
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For Ontario Hydro, it was a year of 
achievement in the midst of tough 
economic circumstances in both 
Ontario and Canada. 

Despite the weak economic 
conditions that prevailed during 
the first five months of the year, use 
of electrical energy was close to 
what had been forecast. The 
particularly long, cold winter 
accounted for much of this 
electricity use which, in turn, 
masked the impact of poor 
economic conditions and the 
resulting industrial downturn. 

At mid-year, however, as the 
weather became milder, the effect 
of the weak economy on Hydro’s 
load pattern became much more 
evident. Growth in electricity use 
and, consequently, revenues began 
to fall off. At the time, it looked as 
though this downward trend — 
compounded by high inflation and 
interest rates — would continue 
through the year. 

Hydro responded to these events 
quickly and decisively. An 
immediate effort was made to cut 
costs and reduce borrowings. All 
capital expenditures were 
stringently reviewed and operating 
budgets reduced. 

As the year drew to an end, these 
efforts appeared to have paid off. 
Our revenue picture, although 
below what had been forecast, 
improved substantially during the 
latter months of the year. With the 
help of declining interest and 
inflation rates as well as a stronger 
Canadian dollar during the last two 
quarters, 1982 shaped up to be a 
successful year for Ontario Hydro — 
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particularly when compared witl 
other utilities and industries. 

But many of the economic 
pressures experienced in 1982 wi 
continue during the coming year 
These pressures, coupled with a 
firm commitment to maintainin; 
our standards of quality and 
service, put a strain on Hydro’s 
resources. 

Higher costs usually mean hig 
rates. Yet we’re also committed 
providing electricity to the peop 
of Ontario at the lowest cost 
possible. Over the past few years 
we have maintained an enviable 
record on electricity rates — sinc 
1979, electricity rates have 
increased less than the rate of 
inflation — and our goal is no reé 
increase in the price of electricit: 
over the next decade. 

Early in 1982, we applied to tl 
Ontario Energy Board for an 
increase in electricity rates for 1 
After reviewing Hydro’s submis 
of unavoidable cost increases an 
its financial projections, the OK 
recommended a reduced increas 
Subsequently, the province 
announced an inflation restrain 
program for government and pu 
sector agencies. As a consequent 
Hydro’s Board of Directors 
announced a rate increase of 8.4 
cent for 1983. 

The lower increase in electric 
rates presented us with a challer 
to maintain our financial health 
cutting costs even further. Indes 
the major push to reduce costs 
across the board was a clear 
indication of Hydro’s continued 
determination to become a 
trimmer, more cost-conscious 
organization. 

But it was also clear that kee 
electricity rates competitive ove 
the longer term demanded more 
than cost-cutting. 

Faced with this challenge, Hy 
developed a new corporate strat 


he 1980s which took into 

unt the economic environment 
1e coming decade. This strategy 
esents a shift in emphasis from 
lying new generation toward 
king with customers to 

rmine how best to meet their 
gy needs. Hydro will be 
uraging its customers to make 
er use of Ontario’s electricity 
em wherever it is in their best 
rests to do so. 

| every sense, this is 
plementary to the energy 
ervation message that Ontario 
ro, along with many other 

ties, has been stressing for 

ral years. Electricity should not 
asted. It should be used wisely. 
it should be used in more 

es where it is an appropriate 

ce of energy. More efficient use 
ntario’s electricity supply 

2m will reduce the cost to the 
er consumers of the province. 

ar and more efficient use of 
ricity can also play an 

ortant part in our national oil 
titution effort. 

ectricity exports will continue 
ay a major role. Since the mid- 
s Ontario Hydro’s power 

rts to the United States have 
-asignificant source of revenue. 
J82, exports brought in an 

ne of $163 million, which was 
ied directly to reducing the cost 
ywer in Ontario. Last year we 
negotiated multi-year firm 

ar sales to two American 

ties and we intend to pursue 

> firm power exports in the 

re. 

1other component of our 

egy for the ’80s is to seek out 
less opportunities related to 
ricity production such as the 
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sale of surplus steam, sale of 
radioisotopes or making available 
the expertise of Hydro staff. Here 
again the revenue earned will help 
keep the unit cost of electricity 
down — to the benefit of the people 
of Ontario. During 1982, for 
instance, the provincial government 
requested that Hydro assume 
control of the Bruce Energy Centre 
located near our Bruce Nuclear 
Power Development. This will 
allow us to market the surplus 
steam produced in the Bruce 
reactors to agricultural and 
industrial users in the area. 

So the year 1982 marked a 
change in course for Ontario Hydro. 
The encroaching economic 
pressures of the past few years 
demanded firm action. We took 
firm action. The challenge that 
faced us in the past was to produce 
more and more power to meet 
rapidly growing demand for 
electricity. Today’s challenge lies in 
successfully re-orienting Ontario 
Hydro to a pattern of slower growth 
while continuing to meet the energy 


Milan Nastich chats with Lakeview Generating Station control room staff. 


needs of the people it serves. And 
we will meet that challenge. 

I want to pay special tribute to 
Hugh Macaulay, who has retired as 
Hydro’s chairman after a term 
spanning the years 1979 to 1983. 
Hugh has guided us through a very 
challenging time, during which 
Hydro had to adjust to new 
circumstances. He achieved this by 
imparting to the organization his 
sense of the importance of keeping 
in close touch with our various 
publics. The people of Ontario have 
been well served by his leadership 
and foresight and the record will 
show that Hugh Macaulay’s 
chairmanship was a period of great 
positive change for Ontario Hydro. 
We owe him an immense debt of 
gratitude. 
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Recession dampens energy demand 


Reflecting the severity of the 
economic recession, primary 
electrical energy demand for the 
year failed to exceed that of the 
previous year for the first time since 
1944. Actual demand reached 100.8 
billion kilowatt-hours, 0.8 per cent 
below 1981. 

On January 18, annual peak 
demand reached an all-time high of 
18.1 million kilowatts, an increase of 
5.4 per cent over the previous record 
set in January, 1981. 

During the year, Ontario Hydro 
generated 104.1 billion kilowatt- 
hours of electricity, with almost 
equal contributions from the three 
primary sources — nuclear, coal and 
water power. 

In addition, Hydro purchased 7.5 
billion kilowatt-hours of electricity, 
85 per cent of which was supplied 
by utilities outside the province, 
primarily in Manitoba and Quebec. 
Douglas Point Generating Station, 
owned by Atomic Energy of 
Canada Limited, provided the 
balance. 

At year-end, in-service 
dependable peak capacity totalled 
21.9 million kilowatts, down 3.6 per 
cent from the December, 1981, 
figure. 

Performance record 

During 1982, Ontario Hydro’s 
nuclear generating units continued 
their outstanding performance. In 
September, Bruce Unit 3 completed 
a 494-day run at continuous full 
power, thereby setting a world 
record for continuous high 
operation. With a gross capacity 
factor of 96.8 per cent, this unit 
ranked first in world reactor 
performance for 1982. 

In a world-wide comparison of 
reactors of 500,000 kilowatts or 
more, five of the eight Bruce and 


Pickering units ranked within the 
top 10 performers in 1982. Ona 
lifetime basis, Hydro units occupy 
seven of the top 10 places. 

At the same time, the operating 
costs of nuclear generation 
continued to be considerably lower 
than those of fossil-fuelled 
generation for base load 
application. 


Nuclear milestones 

The year marked a milestone in 
the Candu program as Canada’s 
first nuclear power station, the 
20,000-kilowatt Nuclear Power 
Demonstration near Rolphton, 
celebrated 20 years of operation on 
October 1. Later that month 
Pickering B Unit 5 started up and 
produced its first electricity in 
December. Scheduled to go into 
service in July, 1983, this unit is the 
first of four at Pickering B which 
will provide almost 2.2 million 
kilowatts of additional nuclear 
capacity by 1985. 

At Bruce A, an innovative 
method was used in October to 
repair Unit 3’s fuel transfer system 
after irradiated fuel was damaged 
during transfer to the storage bay. 
A remote-controlled vehicle was 
used to remove the damaged fuel to 
a shielded flask. As a result, the job 
was completed in a short period of 
time and with low radiation 
exposure to staff. 

Thunder Bay Unit 3 began 
commercial operation July 15, 
marking completion of the 
two-unit, 300,000-kilowatt 
extension to the single-unit station 
in service since 1963. Designed to 
burn low-sulphur western Canadian 
lignite, the new units are more 
efficient, cheaper to operate and 
environmentally more acceptable 
than the original unit. 


Construction activities 

Hydro’s generating station 
expansion program will add almost 
9.2 million kilowatts of capacity to 
the Ontario power system by 1992. 
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Fuel is loaded into Unit 5 reactor a 
Pickering B. The unit started up in 
October and produced tts first | 
electricity in December. 
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‘ock is excavated for the cooling 
1 discharge at Atikokan GS. The 
will burn Canadian lignite and is 
completed in 1984. 


Almost all of this capacity will be 
nuclear. 

With major design work for 
Bruce B nuclear generating station 
essentially completed, construction 
progressed as scheduled during the 
year. The four units, witha 
combined capacity of 3.2 million 
kilowatts, are expected to come into 
service between 1984 and 1987. In 
addition, a low-level radioactive 
waste storage facility was 
completed and placed in service at 
the Bruce Nuclear Power 
Development. 

By the end of 1982, Babcock and 
Wilcox (Canada) Limited had 
completed delivery of rebuilt steam 
generators for Pickering B. 
Meanwhile, design for Pickering A’s 
emergency coolant injection system 
continued during the year, while an 
upgraded site security system was 
declared in service in March. 

At Darlington, design and 
construction activity continued at a 
high level with 1,700 construction 


\ workers on site at year-end. When 
/ completed in 1992, the four-unit 
nuclear generating station will have 
| acapacity of 3.6 million kilowatts. 


At Atikokan, construction 
activities continued, reaching a 
peak during the year with a 
workforce of 1,200 on site. The 
single-unit station, designed to burn 
western Canadian lignite, is 
expected to be completed in 1984. 


Transmission projects 
Ensuring service reliability to 
customers remained a corporate 
priority as evidenced by the 268 
transmission system construction 
and upgrading projects undertaken 
during the year. Notable among 
these was the reinforcing of the 
power supply to Prince Edward 
County. This project included the 
installation of a 230-kilovolt 
submarine cable, 1.6 km (one mile) 


long — Hydro’s first experience with 
underwater cable at this high 
voltage. 

Design work and some 
construction have proceeded on the 
345-kilovolt transmission line 
crossing of the Niagara Gorge at Sir 
Adam Beck Generating Station No. 
2. This interconnection, scheduled 
for completion in 1984, will permit 
an increase in export sales to New 
York State. 

In total, 172 km (107 miles) of 
new high voltage transmission lines 
as well as three new transformer 
stations at Picton, Nepean and 
Almonte were placed in service 
during 1982. 


Construction cutbacks 

Successive reductions in the long- 
range load forecast and the need to 
reduce costs prompted Board 
decisions during 1982 and early 
1983 affecting construction of new 
power supply facilities. 

In February, 1982, Hydro 
cancelled plans for one of the two 
units at Atikokan Generating 
Station in northwestern Ontario. 

In November, based on a new 
load forecast of 2.1 per cent average 
annual growth in electricity use to 
the year 2000, down from the 
previous forecast of 3 per cent, 
in-service dates for the last two 
Darlington units were each put 
back two years. These changes in 
completion dates will reduce 
Hydro’s borrowing requirements 
during the next few years. 

Early in 1983, plans for a hydro- 
electric project on the Little 
Jackfish River, north of Lake 
Nipigon, were deferred indefinitely. 


Late in October, Ontario Hydro 
announced rate increases averaging 
8.4 per cent to take effect January 
1, 1983. The 324 municipal utilities 
which purchase wholesale power 
from Ontario Hydro received an 
average increase of 8.2 per cent, 
while direct industrial and rural 
bills rose 8.5 per cent and 8.8 per 
cent respectively. 

Originally Hydro had proposed a 
13.9 per cent average increase for 
1983. In August, following a public 
hearing, the Ontario Energy Board 
(OEB) recommended an increase of 
8.8 per cent. The following month, 
the provincial government 
announced an inflation restraint 
program within government and 
public sector agencies. In keeping 
with both the OKB’s 
recommendation and the aims of 
the province’s restraint effort, 
Hydro’s Board of Directors decided 
on an 8.4 per cent average increase. 

Following its review of Hydro’s 
1983 rate submission, the OKEB 
endorsed proposed changes to the 
costing and pricing of electricity, 
including the introduction in 


Price change comparison in 
Ontario (1978 = 100) 
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January, 1983, of time-of-use rates 
for bulk power customers. However, 
after the OKB released its report, 
Ontario Hydro agreed to an Ontario 
government request that 
introduction of this pricing system 
be deferred to permit time to 
reconsider the economic impact on 
customers. 


Restraint program 

Faced with a decline in energy 
demand which reflected the 
severity of the recession during 
1982, the Corporation underwent a 
year of review and cost-cutting as it 
strove to become a more efficient 
and responsive organization while 
maintaining its quality of service. 

By mid-year, not only were 
revenues from primary and 
secondary sales down, but interest 
and foreign exchange costs were up 
well beyond expectations. By July, 
it appeared that the Corporation 
could experience a shortfall of $120 
million in net income from the 
forecast of $386 million. However, 
by year-end the situation had 
improved considerably so that 
actual net income was $348 million, 
$38 million below forecast. 

A stronger Canadian dollar and 
decreases in inflation and interest 
rates during the latter part of the 
year contributed to this 
improvement. Greater than 
expected output from 
hydro-electric generating stations 
helped as well by reducing the need 
for more costly generation. 

However, another important 
factor affecting net income was the 
implementation at mid-year of an 
aggressive corporate restraint 
program. 

A feature of this program has 
been a stringent review of all 
planned and existing capital 
construction projects to determine 
which could be rescheduled or 
scaled down to reduce revenue 
requirements. As a result of this 
review, a number of projects, 
primarily in the design and 
construction areas, were affected. A 


major example was the 
rescheduling of two Darlington 
units in order to reduce borrowin 
requirements during the next few 
years. 

In cooperation with staff, 
management took a hard look at 
operating, maintenance and 
administration (OM&A) costs an 
succeeded in considerably reducit 
these during the last few months 
the year. As a first step, hiring 
restrictions were imposed, overtit 
and travel costs were restricted, 4 
discussions were begun with | 
representatives of management a 
professional staff which resulted : 
a voluntary compensation restrai 
program. ; 

At the same time, it was decide 
to mothball the two remaining 
units at Lennox, Hydro’s only — 
oil-fired generating station. 

An inventory reduction progra 
was developed to reduce carrying 
charges on coal, oil, heavy water, 
surplus real estate and standard 
materials. The program is expect 
to save the Corporation about $1 
million by the end of 1983. In tot: 
savings in excess of $300 million 
could be achieved by the end of 
1985. 

The new year brought more 
cost-cutting decisions. 

Addressing OM&A costs furth 
the Board of Directors decided in 
January to suspend the operatior 
Thunder Bay Generating Station 
Unit 1 and make supplemental st 
from Thunder Bay available to 
commission Atikokan Generatin 
Station. This reduction in 
additional commissioning staff 
requirements for Atikokan is 


; 


expected to save the Corporation 
$1.6 million in 1983. 

A decision was also made to close 
the Niagara Regional Office in 
Hamilton and redistribute the 
workload among other offices. This 
action is expected to save $3.25 
million a year. At the same time, 
the Corporation announced plans 
to mothball a sixth unit at the R.L. 
Hearn Generating Station in 
Toronto and reduce the operating 
hours of the two remaining units. 


Purchases 

Fuel purchases set record highs in 
1982. Coal deliveries amounted to 
13.4 million megagrams (14.7 
million tons), an increase of 23 per 
cent over 1981. Nuclear fuel 
delivered to generating stations 
increased to 996 megagrams (1,096 
tons), a 3 per cent change from the 
previous year. 

Agreements were negotiated with 
Uranerz Exploration and Mining 
Limited and Eldorado Nuclear 
Limited for the supply of 5,200 
megagrams (5,720 tons) of uranium 
concentrates during the period 
1985-1993. These purchases will 
provide low-cost uranium as well as 
downward flexibility in the event of 
reductions in future requirements. 

In addition, nuclear fuel 
manufacturing contracts were 
awarded to Westinghouse Canada 
Incorporated and Canadian 
General Electric Company Limited 
at lower prices than previously 
attained. 

Payments for United States 
coal increased during the first half 
of 1982 as the value of the 


Ironworker places reinforcing bars at 
Darlington GS construction site. 
In-service dates for the last two units 
have been deferred two years. 
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xport revenue moderates rates 


yadian dollar declined. However, 
year-end, the poor performance 
he dollar was largely offset by 
success of cost-reduction efforts 
lertaken in cooperation with 
pliers. ‘These savings amounted 
nore than $40 million. 

‘wo million barrels of surplus 
dual oil at Lennox Generating 
tion were marketed during the 
r, resulting in increased revenue 


yell as a reduction in borrowings. 


‘xcluding primary fuels, the 
ul value of Hydro’s awards for 
ipment, materials and services 
ing 1982 was $770 million, 
resenting a decrease of $144 
ion from 1981. Almost 76 per 
t of the goods and services 
chased by Ontario Hydro in 
came from Canadian sources. 
ario industries provided about 
er cent of these Canadian 


xport sales of electricity to 

ed States utilities, primarily in 
York State and Michigan, 
unted to 10.7 billion 

att-hours, 2.7 per cent less 

n the previous year. Income 

ing $163 million from these 
was used to reduce the overall 
of providing electricity to 

ario customers by 5.1 per cent 
g 1982. 

es in 1982 were adversely 

ted by the unavailability of 


tion is applied to Douglas Point 
tor dome against a backdrop of 
e B construction (top). 


the Bruce B turbine hall, 
llation of a moisture separator- 
ter nears completion (left). 


some generation for export during 
the first quarter, transmission 
limitations and lower demand due 
to the economic recession and 
competition from other utilities. 
Revenues were also affected by 
lower than forecast export prices 
resulting from lower sales demand 
and lower world oil prices. 

During 1982, one of Hydro’s 
major export initiatives, a proposal 
to supply power to General Public 
Utilities (GPU) of New Jersey viaa 
high voltage, direct current cable 
running under Lake Erie, was 
cancelled by GPU. 

However, Hydro was successful 
in reaching an agreement to supply 
the Vermont Department of Public 
Service with up to 52,000 kilowatts 
of firm power annually for a 
five-year period which commenced 
in November. 


Revenue from sales of primary 
power and energy 
$ Millions 


3000 


Under another agreement 
negotiated during the year, Hydro 
began supplying Niagara Mohawk 
in New York State with 400,000 
kilowatts of firm power for four 
years effective in December. This 
sale is significant because the New 
York market is expected to become 
increasingly competitive when 
Hydro-Quebec completes its new 
interconnection with that state in 
1984. 

Hydro continued to pursue sales 
opportunities with other United 
States utilities with a view toward 
finding customers for eight to 12 
billion kilowatt-hours of power a 
year, including at least one million 
kilowatts of firm power. 


Income from export sales 


$ Millions 
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In keeping with the new corporate 
strategy, Hydro undertook a 
number of activities designed to 
provide a more effective response to 
customers’ energy needs. Building 
from existing programs, Hydro 
intensified its work in the 
residential, industrial/commercial 
and agricultural sectors and began 
planning for a renewed marketing 
effort in 1983. 


Demand management part 
of new strategy 


Central to the new corporate 
strategy approved by the Board of 
Directors in October ts a shift away 
from the supply of new generation 
toward a greater effort to work with 
customers to determine how 
Ontario’s electricity resources can 
best be used to meet their energy 
needs. 

One goal of the strategy is to help 
customers make more efficient and 
more extensive use of the existing 
electricity supply system in order to 
keep the unit cost of electricity 
down. This will make electricity a 
more attractive choice for new 
customers and for customers who 
want to move away from oil. 

Hydro will be encouraging 
electricity use where it ts in the best 
interests of customers, whether it be 
from the point of view of cost, 
convenience, reliability or a 
reduction in total energy use. And it 
will be exploring and developing 
new applications for electricity. At 
the same time, the Corporation will 
continue to encourage the wise use 


of all forms of energy. Z 
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Chief among the residential 
initiatives undertaken during the 
year was the further development 
of the Residential Energy Advisory 
Program (REAP). Hydro and 67 
participating municipal utilities 
conducted almost 16,000 REAP 
surveys for homeowners wishing to 
improve the energy efficiency of 
their homes. Follow-up surveys 
indicated that about 13 per cent of 
the oil-heated homes first visited 
were fully converted to electric 
heating and an additional 2 per cent 
underwent partial electric 
conversions. By year-end, more 
than half of Ontario’s residential 
electricity consumers had access to 
the program. 

During the year, more than 
20,000 residential customers in the 
province received Canada Oil 
Substitution Program grants to 
convert from oil to electric heating. 
Ontario Hydro is administering this 
federal program for electric 
conversions in Ontario. Additional 
annual electricity consumption 
resulting from these conversions is 
estimated at 280 million kilowatt- 
hours — about the amount of 
electricity used in one year by a city 
the size of Woodstock. 

In the new home market, Ontario 
Hydro, in cooperation with the 
Canadian Electrical Association 
(CEA), continued its work with 


builders across the province on a 
passive solar home program and 
prepared to introduce a new 
program fostering construction oj 
“super energy-efficient” housing. 

Another new program aimed 
initially at Hydro’s rural resident 
customers was the third party 
notification program. Designed t 
assist customers who face collecti 
action as a result of lost or forgot 
electricity bills, it will be 
particularly useful to customers 
who are elderly, disabled or who 
have health or language difficulti 

In the industrial/commercial 
sector, Hydro conducted energy t 
surveys in 78 shopping centres an 
more than 35 large industrial plai 
to help businesses and industries 
determine what possibilities exist 
for effective energy savings and 0 
substitution. One promising area 
the development of plasma arc 
technology which could play a 
major role in oil substitution in 
industry. Hydro also continued t 
work with the CEA on developin 
standards of efficiency for electri 
motors for industrial and 
commercial applications. 

During the year, load 
management field trials involvin; 
commercial and residential 
customers continued in 
Scarborough and Oshawa. These 
are designed to determine the 
technical and economic feasibilit 
of shifting electrical loads from 
peak to off-peak times. Reliable 
end-use data are now being 
obtained and analysed from theé 
test homes and 21 commercial 


baie 


\blishments in the Oshawa test 
cram. 

n addition, load management 
it surveys were completed for 
“comers in cement and glass 
1ufacturing. 

everal customer service 

erams focused on the 

cultural sector. Farm 

umodity producer seminars 

ed at greater energy efficiency 
e continued during the year. 
lepth energy surveys of 18 large 
ns were also completed. In 
ition, Hydro’s field research 
yram, which tests the energy 
siency of new agricultural 
ipment, undertook 12 new 
ects. 

‘he problem of tingle or stray 
age, which can adversely affect 
productivity of livestock, was 
n a high priority during the 

r. In an effort to help the 

ning community, Hydro 
eloped and tested prototype 
ipment for installation at an 
cted farm, trained staff and 
eloped policies and procedures 
dealing with individual 

lries. 


stricity uses in agriculture were 
layed and explained at a plowing 
‘ch and farm shows (top). 


ost 16,000 Ontario homeowners 
ned how to improve the energy 
tency of their homes (right). 
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Efforts continue to 


Hydro continued its work to 
minimize the social and 
environmental impact of its 
wide-ranging operations. 

Efforts to reduce acid gas 
emissions included the installation 
of special low NO, burners on one 
unit at the Nanticoke thermal 
generating station. These burners 
are designed to burn coal at a lower 
temperature, thereby reducing the 
quantity of nitrogen oxides 
produced. Test results on the first 
unit have exceeded design 
expectations, achieving an 
emissions reduction of about 40 per 
cent. As part of the Corporation’s 
program to reduce acid gas 
emissions, the remaining seven 
Nanticoke boilers will also be 
converted. 

Another measure undertaken to 
improve air quality was the 
installation of an opacity 
monitoring system to facilitate 
detection of unacceptable emissions 
from Lambton Generating Station. 


Public involvement 

Following public hearings during 
1982 under the Consolidated 
Hearings Act (1981), the provincial 
government approved plans for 
extending the bulk power system in 
both eastern and southwestern 
Ontario. With these broad system 
plans now determined, the next step 
— identifying and getting approval 
for specific routes — has begun. 
When completed in the latter part 
of this decade, these major 
transmission projects will improve 
service reliability to consumers in 
the eastern and southwestern parts 
of the province. The southwestern 
transmission project will also 
ensure that all the electricity 
generated at the Bruce Nuclear 
Power Development can be 
delivered to the power system. 

Extensive public involvement 
programs for the “route phase” of 
these transmission expansion 
studies began in the fall of 1982. 
These programs involve citizens, 
municipal and provincial 
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governments and agricultural, 
environmental and other interests 
in the identification and evaluation 
of alternative routes. 

Assessing the effects of projects 
on people continued to be an 
important Hydro activity in 1982. 
Social impact assessments were 
carried out for projects in the 
planning stages, while regular social 
impact management and 
monitoring helped to mitigate the 
effects of Hydro’s activities on 
Ontario communities. 

About 40,000 people attended 
Hydro’s electrical effects 
demonstrations held at various 
locations throughout the province 
during the year. These are designed 
to illustrate the effects of high 
voltage transmission lines on 
people, animals and farm 
equipment. 

With a view to minimizing the 
amount of cultivated farmland 
taken out of production, 
preliminary designs for narrow base 
230-kilovolt and 500-kilovolt towers 
were developed and discussed with 
the Ontario Federation of 
Agriculture. 


Nuclear safety 

In order to meet its public safety 
responsibilities with respect to 
nuclear power generation, Hydro is 
contributing to the development of 
methods for long-term radioactive 
waste storage and disposal. 
Conceptual design work for storage, 
transportation and disposal of all 
forms of radioactive waste 
materials was carried out during 
the year. In addition, examination 
of abnormal events at nuclear 
stations, studies of operating risks, 
and the establishment of 
engineering standards to ensure 
equipment operation consistent 
with public safety continued. 


More than 1,700 staff, including this 
field technician, are at work on the 
Darlington GS site (top). 


Modification of coal burners on one 
Nanticoke unit reduced the nitroger 
oxides emitted by 40 per cent (right). 
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Employees respond to new priorities 


Ontario Hydro continued to 
encourage employees’ dedication, 
productivity and job satisfaction 
but with changed emphasis 
reflecting the need for restraint in a 
weakened economy and for the 
organization to adjust itself to a 
pattern of slower growth. 


These pressures and the changing _ 


direction signaled by the new 
corporate strategy made it clear 
that the organization would have to 
be scaled down and that there 
would be a need to redeploy staff. 

Employees responded well when 
asked to support cost-cutting 
measures aimed toward reducing 
the Corporation’s projected 
shortfall in net revenue due 
primarily to inflation, high interest 
rates and a weak Canadian dollar. 

A mid-year 4.4 per cent pay 
increase for 600 senior managers 
was cancelled, restrictions were 
placed on overtime and travel costs 
and staff numbers were frozen at 
mid-year levels throughout the 
Corporation except in the area of 
direct operation and maintenance 
of nuclear plants. 

A major and welcome 
contribution toward reducing costs 
was made by more than 70 per cent 
of management and professional 
staff who voluntarily donated the 
equivalent of about one week’s pay 
per person — either in unpaid work 
or reduced work time. 

To absorb some of the expected 
surplus staff, Hydro’s Board of 
Directors approved a policy which 


Pension information 


Disclosure of The Pension and 
Insurance Fund financial 
statement in the Ontario Hydro 
Annual Report ts being 
discontinued. Instead, a new 
Pension and Insurance Fund 
brochure containing the statement 
and additional information will be 
distributed to employees and 
pensioners. 


SG; 


18 


provides a special allowance to 
encourage early retirement in 1983. 
The offer is open to staff age 55 or 
older with at least 15 years of 
service. 

In keeping with the 
Corporation’s philosophy of 
providing continuity of 
employment through sound human 
resource planning, Hydro is 
attempting to match the skills and 
resources that are surplus to the 
needs of one part of the Corporation 
with those required by another. 
This is being achieved through close 
monitoring of surplus positions and 
openings resulting from attrition. 
Retraining is available for staff 
with potential to meet the 
requirements of those job vacancies 
being filled. 

As the organization cut back on 
current and future programs, it 
considered the effect of shrinking 
prospects for work and career 
opportunities on staff morale. 
During the year, the Chairman, 
President and other senior officers 
continued to hold question and 
answer sessions at locations 
throughout Hydro. 

But while trimming human 
resource costs is a major 
consideration, the organization’s 
philosophy is still to manage its 
employees in a fair, open and 
consistent manner — one which 
recognizes both the needs and 
mutual obligations of Hydro and its 
employees. Hydro maintained its 
commitment to job-related training 
and development for improving the 
capabilities of its staff with trades, 
technical and managerial training. 

Under its Equal Opportunities 
Program, Hydro introduced a 
number of initiatives designed to 
ensure equal access to training and 
career advancement for all 
employees. 

Hydro’s policy against 
discriminatory activities, which 
reflects the requirements of the 
Ontario Human Rights Code, is 
part of this overall philosophy of 
fair and equal treatment. Because 


of recent revisions to the Ontario 
Human Rights Code, Hydro’s 
policies and procedures for 
administering the code have beer 
modified, a corporate-wide traini 
program has been initiated and 
human rights topics have been 
addressed in employee 
communications. 

Hydro’s 6,000 professional and 
lower-level management staff 
negotiated a 10 per cent salary 
increase with a 4.45 per cent 
additional increase at mid-year. ] 
addition, the Corporation and th 
17,000 member Ontario Hydro 
Employees Union agreed on a 12. 
per cent pay increase for the year 
beginning April 1. Two-year wag 
settlements were reached with 
Hydro’s 6,500 construction work 
These followed the construction 
industry pattern of a 23.5 per cen 
average increase over the two-yeé 
term. 

Later in the year, however, all 
pay increases for the following ye 
were limited to 5 per cent in 
accordance with the provincial 
government’s inflation restraint 
legislation. 


Health and safety 
During 1982, Hydro was heavi 
involved in health and safety 
programs. Performance with 
respect to the incidence of disabl 
injuries was good with a rate of 5 
per million employee hours. 
However, the fatal accident rate 
continues to cause concern. In th 
year there were three occupa 
deaths, bringing the Corporatio 
10-year average to 8.1 fatalities ¢ 
100 million employee hours. 
Corporate programs have beer 
initiated to achieve a major 
reduction in the fatal accident ra 
Attention has been focused on tk 
highest priority problems — 
electrical contact, falls, falling 
objects and transportation 
incidents. Efforts under way 
include pole climbing studies, wo 


on improved fall arresting systems, 
ergonomics of line work, driver 
competence and hazard analysis of 
high risk work such as structural 
steel erection. 

As in the past, intensive system 
safety accident and incident 
analyses were carried out with the 
aim of correcting deficiencies. 

A wide range of long-standing 
surveillance programs dealing with 
employee exposures to hazardous 
substances was continued and 
adjustments were made to reflect 
new designated substance 
regulations. A study was launched 
to identify possible hazards 
associated with the operation of 
video display terminals. 

With regard to nuclear safety, 
employee exposures were 
maintained at a very low level and 
radioactive emissions generally 
remained at less than 1 per cent of. 
the Atomic Energy Control Board’s 
limits. 

On a more personal level, Ontario 
Hydro is giving greater attention to 
employee lifestyles. For instance, it 
offers programs to help Hydro 
employees reduce smoking and 
improve their physical fitness — 
measures designed to benefit both 
employer and employee. 

During the year, the President 
reinforced the Corporation’s health 
and safety efforts by instituting a 
more effective President’s Safety 
Award procedure, continuing his 
personal involvement in reviews of 
serious accidents and issuing a new 
Corporate policy for health and 
safety. This policy directs that all 
risks to the health and safety of 
employees and the public resulting 
from Hydro’s operations be as low 
as reasonably achievable, taking 
both social and economic factors 
into account. 


Safety efforts included making a film to 
show linemen correct use of fall 
arresting equipment (top). 


Newly hired nuclear station staff 
receive “hands on” training before 
assignment to job locations (left). 


19 


Research provides answers 


During the year, Hydro’s research 
staff continued to apply their 
expertise to finding solutions to 
technical and environmental 
problems associated with 
development and operation of the 
power system. And development 
work related to electricity’s 
potential role in future technologies 
reached into new areas. 

Environmental protection 
continued to be a focus of activity 
in 1982. Acid rain research included 
study of the interactions of clouds 
and acidic pollutants, modelling of 
long-range atmospheric transport 
and development of an instrument 
assembly for measuring the 
deposition of acidic pollutants at 
ground level. Development of 
systems for excluding fish from 
generating station cooling water 
intakes continued. One such 
system, employing a rope net 
behavioral barrier, has been 
recommended for Bruce B. As well, 
tests of a slotted intake developed 
for Darlington promise good 
performance. 

Continuing its participation in 
Atomic Energy of Canada 
Limited’s radioactive waste 
management program, Hydro 
undertook design, welding, remote 
inspection and corrosion studies for 
containers to be used to isolate and 
protect irradiated fuel for 
transportation and underground 
storage. 


Fusion project 

The expertise which Ontario 
Hydro has developed in the 
handling of tritium and deuterium 
will be applied in the Canadian 
Fusion Fuels Technology Project, 
established in April, 1982 as a joint 
program by Hydro, the Ministry of 
Energy and the National Research 
Council of Canada. As project 
manager, Hydro is participating in 
the development of Canadian 
scientific and technological 
expertise in the areas of fusion fuel 
systems, materials technology, 
equipment development and health 
and environmental programs. 
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Hydro’s participation in the 
project will permit access to 
international fusion work and 
provide business opportunities in 
related high technology fields for 
Canadian industry. 


Utilization studies 

In anticipation of a greater 
provincial reliance on electricity 
during the next decade, utilization 
studies continued for developing 
ways of reducing costs of electrical 
applications without sacrificing 
safety, performance or reliability. 
Work included development and 
assessment of dual-fuel heating 
systems and of air, water and earth 
source heat pumps. 

Electrical testing and 
development work increased in line 
with the organization’s increasing 
emphasis on assisting customers to 
make the most economic use of 
available electrical capacity. 
Projects under way during the year 
included distribution system 
automation, load management and 
data acquisition, and design 
development of overhead and 
underground lines. 


Alternative energies 

Research and development 
activities continued in a number of 
alternative energy areas including 
propane and electric vehicles, 
energy storage devices, coal 
liquefaction, ethanol, methane, 
wind, biomass, cogeneration, solar 
cells and solar water heaters. 

In a joint venture with the 
National Research Council, Ontario 
Hydro is involved in a five-year 
evaluation program for 
photovoltaic systems. At Atikokan, 
a remote monitor continuously 
samples the air quality at Finlayson 
Lake and transmits the data to 
Atikokan Generating Station, 14 
km (nine miles) away. The 300 
watts of electricity required to 
operate this monitor is generated 
by a 37-square metre (44 square 
yard) photovoltaic array, the 
largest in Canada. Huge energy 
storage batteries carry the system 
through sunless periods. 


Fe a oS AN MER a eA eee 


Silleinieidedemnana 


The expertise of Ontario Hydro 
staff continued to be in demand 
around the world. 

Skills were supplied to a number 
of utilities and agencies in other 
countries. As well, a number of their 
staff, including 26 thermal power 
plant supervisors from Indonesia, 
came to study Hydro’s operations. 
During the year, Hydro received 
about $9 million in revenue from 
these activities. 

In the fall of 1980, Hydro entered 
into an agreement with Atomic 
Energy of Canada Limited (AECL) 
to supervise the commissioning of a 
600,000-kilowatt Candu station 
that AECL was building for the 
Korea Electric Power Corporation 
at Wolsung. A team of 35 Hydro 
employees is now finishing up this 
assignment and all but 11 will 
return home by the end of April, 
1983. The remaining team members 
will act as consultants to Korean 
plant staff for 12 more months. 

Since November, 1981, 13 Hydro 
people have been in Argentina 
performing commissioning duties 
on the 600,000-kilowatt Candu 


Gas chromatograph is used for 
hundreds of chemical analysis jobs like 
determining whether oils are free of 
PCBs and ready for disposal. 


reactor being built by the Comision 
National de Energia Atomica. 

The Hydro staff are part of 
AECL’s commissioning team and 
are responsible for the training of 
maintenance and operating staff 
there as well. 

Nine Ontario Hydro staff are 
currently training hydro-electric 
operators and maintenance 
employees for the Volta River 
Authority (VRA) in Ghana. The 
project, funded through the 
Canadian International 
Development Agency (CIDA), also 
involves a data processing audit 
requested by VRA and the 
development of terms of reference 
for a management audit of the 
VRA. 

Under two other CIDA projects, 
an eight-member Hydro team is 
training high voltage transmission 
maintenance staff for the Water 
and Power Development Authority 
of Pakistan, and a Hydro employee 
is advising the Kenyan government 
on rural electrification. 

Hydro is considering 
collaboration with Canadian 
consulting engineering firms on a 
number of other specially funded 
transmission, distribution and 
training projects in foreign 
countries. As well, Hydro is working 
with Canadian firms interested in 
installing solar water heating 
systems in Kenya and Greece. 
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nancial Review 


ario Hydro’s revenues in 1982 
lled $3,388 million. Primary sales 
ectricity to customers in Ontario 
yunted to $2,969 million, while 
ndary sales mainly to United 

es utilities totalled $419 million 
982. Primary revenues increased 
> or $232 million over 1981 due to 
3% increase in power rates, 

jlally offset by a 1.1% decrease in 
volume of sales. Secondary 

mues decreased $6 million largely 
to lower demand for export 
tricity and transmission 

tations with United States 

ties. The income from these 

ort sales reduced the costs to 
comers in Ontario by 

roximately $163 million or 5.1%. 
he average increase in the cost 
lectricity to customers in 

ario during 1982 was below the 
2 inflation rate. The average 
ease in rates for municipal 

ities was 9.6%, while the average 
increases for direct industrial 
‘omers and rural retail 

omers were 10.0% and 8.7%, 
ectively. Under an amendment 
he Power Corporation Act, 
mencing in 1982, Ontario 

iro reduced the differential 
ween rural retail and municipal 
ity residential rates to 15 per 

t. In 1982, discounts amounting 
33 million were provided to 

il residential customers and 
»vered from primary customers 
plied with electricity by Ontario 
iro. The volume of primary 

rgy sales in 1982 was lower than 
981. The 1982 sales to municipal 
ities and rural retail customers 
eased 0.8% over 1981. This 

‘ease was more than offset by 
11.5% decline in 1982 sales to 

‘ct industrial customers 

ecting the economic downturn 
982. 

mtario Hydro’s total operating 
‘Sin 1982 amounted to $3,039 © 
jon compared to $2,755 million 
981, an increase of 10.3%. Costs 
eased largely as a consequence 
scalating prices for fossil fuels, 
continuing inflationary 


pressure on the costs of labour, 
materials and purchased services. 

Energy related costs including 
fuel and purchased power increased 
14.5% over 1981. Electric energy 
generated by nuclear stations 
supplied 31% of total energy to the 
system in 1982, while hydraulic 
stations and fossil-fueled generation 
each provided another 31%. 'The 
balance of energy available was 
provided by purchases of power 
from interconnected utilities. The 
cost of fuel used for electric 
generation from all sources totalled 
$902 million in 1982, an increase of 
$136 million over 1981. This 
increase was largely because of the 
higher cost of fossil-fueled _ 
generation and the inclusion of a 
provision of $56 million for 
irradiated nuclear fuel disposal 
costs commencing in 1982. 
Purchases of power in 1982 
amounted to $128 million, the same 
as in 1981. Payments to Atomic 
Energy of Canada Limited and the 
Province of Ontario, as required 
under the nuclear payback 
agreement, totalled $65 million in 
1982, an increase of $2 million over 
1981. These payments were made in 
proportion to the capital 
contributions of these parties to the 
construction of the Pickering 
Nuclear Generating Station units 1 
and 2, and reflect the continuing 
advantage of nuclear over coal-fired 
generation. 

During 1982, costs associated 
with the operation, maintenance 
and administration of Ontario 
Hydro’s in-service facilities 
amounted to $854 million. The 
increase of $89 million over 1981 
was primarily the result of 
escalation in labour and other costs, 
and increases in the cost of 
operating and maintaining new 
generation and transmission 
facilities. 

Depreciation costs charged to 
operations totalled $348 million in 
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1982, an increase of $23 million or 
7.1% over 1981. The primary factor 
contributing to this increase was 
additional facilities being placed in 
service, including Thunder Bay GS 
unit 3 and expanded transmission 
facilities. In addition, commencing 
in 1982, depreciation costs for the 
year included a provision of $14 
million for decommissioning of 
nuclear generating facilities. These 
increases were partially offset by 
the impact of extensions in the 
service lives implemented in 1982 
for these facilities. 

Interest and foreign exchange 
costs charged to operations totalled 
$743 million in 1982, $34 million or 
4.8% higher than 1981. These higher 
financing costs resulted from a $15 
million increase in interest costs 
charged to operations and a $19 
million increase in foreign exchange 
costs during the year. The increase 
in interest costs charged to 
operations reflected the net impact 
of a $338 million increase as a result 
of borrowings during 1982 for the 
capital construction and heavy 
water production programs, offset 
by a $323 million increase in 
interest capitalized as a cost of 
constructing new facilities and 
producing heavy water. The 
increase in foreign exchange costs 
reflected the higher level of the 
Corporation’s foreign debt 
repayable within one year. 

Net income for 1982 was $348 
million, $58 million lower than in 
1981. As required by the Power 
Corporation Act, $168 million of net 
income was appropriated for debt 
retirement purposes in 1982. The 
remaining $180 million balance of 
1982 net income was appropriated 
to the Reserve for the Stabilization 
of Rates and Contingencies. The 
resulting interest coverage and debt 
ratio indicators of Ontario Hydro’s 
financial soundness are: 


Financial indicators 1982 


1981 


Interest coverage 1.20 1.30 


Debt ratio 845 841 


The funds required by Ontario 
Hydro to finance the construction 
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Financial review continued 


of fixed assets were provided from 
two major sources, operations and 
debt financing. In 1982, funds from 
operations provided $781 million of 
Hydro’s total requirements, while 
$2,214 million was provided by debt 
financing. Compared to 1981, these 
amounts were $30 million and $498 
million higher, respectively. : 
Bonds, notes and other long-term 
debt issued by Ontario Hydro 
_ during 1982 totalled $2,845 million. 
Canadian bonds of $1,120 million 
were sold during 1982. In addition, 
United States bond issues of U.S. 
$700 million (Cdn. $861 million) 
and Eurodollar bond issues of U.S. — 
$700 million (Cdn. $863 million) 
were issued. The average coupon 
interest rate for bonds issued in 
1982 was 14.6% compared to 15.2% 
in 1981. Maturing long-term debt 


Source of revenues 
in 1982 
Total revenues $3,387,630,000 


Municipal 
utilities 


Rural retail 
customers 
Direct industrial 
customers 


Secondary power 
and energy 


amounted to $403 million in 1982 _—- decreased expenditures of $53 _ 
compared to $345 millionin 1981. __—s million on heavy water produc 
In addition, during 1982, a net facilities. The expenditures on - 
amount of $228 million of debt was major generation projects unde 
redeemed as part of Hydro’s construction during 1982 and 198: 
program to support the secondary were: 

market for its securities. This 
compares to net redemptions of 
$185 million in 1981. 

Net additions to fixed assets were 
$2,883 million during 1982. Major 
capital expenditures were $2,487 
million for generation facilities 
including $359 million for heavy 
water, $291 million for transmission 
and distribution facilities, and $105 


_ Nuclear generation — 
Bruce “B” 
Pickering “B” 
Darlington 
Fossil generation 
Atikokan 


million for administration and Thunder Bay 29 
service facilities. Net additions were _ 
$739 millionhigherthanthosein  —Cs Durring 1982, the final coal-fir 


1981, mainly the result of increased 
expenditures of $756 million on 
generation facilities, offset by 


unit at the Thunder Bay 
Generating Station was placed 
service at a cost of $180 million 


Application of revenues 


in 1982 
Total revenues $3,387,630,000 


Operation, 

maintenance and 
administration 25.2% 
Fuel used for 

electric 

generation 26.6% 
Financing 

charges 21.9% 
Depreciation 10.3% 
Other 5.7% 
Net income 


appropriations 10.3% 


Long-term debt issued 


$ millions 


pat 
Canadian issues 


Ganda Pension Plan 
funds 


O 
USS. issues 


Oo 
Eurodollar issues 


O 
Other long-term debt 
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Net additions to fixed assets 
$ millions 

g 3000 

Generating stations 


distribution facilities 


Oo 
Heavy water 
production facilities 


O 
Administration and 
service facilities 


summary of Significant Accounting Policies 


e accompanying financial 
tements have been prepared by 
nagement in accordance with 
erally accepted accounting 
nciples in Canada which, except 
the change in accounting policy 
cribed under “Fixed assets”, have 
n applied on a basis consistent 

h that of the preceding year. In 
nagement’s opinion, the financial 
tements have been properly 
pared within reasonable limits of 
teriality and in the light of 
yrmation available up to March 
1983. To assist the reader in 
lerstanding the financial 
tements, the Corporation’s 
uificant accounting policies are 
amarized below: 


te-setting 

tario Hydro has broad powers to 
erate, supply and deliver electric 
ver throughout the Province of 
tario. The Corporation operates 
ler the Power Corporation Act 

| is subject to provisions of the 
vario Energy Board Act. 

Inder the provisions of the 

ver Corporation Act, the price 
rable by customers for power is 
cost of supplying the power. 

h cost is defined in the Act to 
ude the cost of operating and 
ntaining the system, 

reciation, interest, and the 
ounts appropriated for debt 
rement and stabilization of rates 
_contingencies. The debt 
rement appropriation is the 
dunt required under the Act to 
imulate in 40 years a sum equal 
he debt incurred for the cost of 
fixed assets in service. The 
ropriation for, or withdrawal 

, the stabilization of rates and 
ingencies reserve is an amount 
blished to maintain a sound 
cial position and to stabilize 
effect of cost fluctuations. 

nder the provisions of the 

i0 Energy Board Act, a public 
ing before the Ontario Energy 
d is required in respect of any 
ges in electricity rates 

by Ontario Hydro which 
ct its municipal utilities, direct 
istrial customers, or, if the 
ister of Energy so directs, rural 
il customers. The Ontario 

rgy Board submits its 


recommendations to the Minister of 
Energy. After considering the 
recommendations of the Ontario 
Energy Board, the Board of 
Directors of Ontario Hydro under 
the authority of the Power 
Corporation Act establishes the 
electricity rates to be charged to 
customers. If the Board of Directors 
specifies a certain cost or gain is to 
be included in future electricity 
rates, that would otherwise be 
charged or credited to operations in 
the current year, then this cost or 
gain is deferred and amortized to 
future operations on a basis 
consistent with its inclusion in 
rates. 


Fixed assets 

Fixed assets are capitalized at cost 
which is comprised of material, 
labour and engineering costs, plus 
overheads, depreciation on service 
equipment and interest applicable to 
capital construction activities. In the 
case of generation facilities, cost also 
includes the net cost of 
commissioning, and for nuclear 
generation, the cost of heavy water. 
The net cost of commissioning is the 
cost of start-up less the value 
attributed to energy produced by 
generating units during their 
commissioning period. The cost of 
heavy water is the direct cost of 
production and applicable 
overheads, plus interest and 
depreciation on the heavy water 
production facilities. Leases which 
transfer the benefits and risks of 
ownership of assets to Ontario 
Hydro are capitalized. 

Interest is capitalized on © 
construction in progress at rates 
(1982 — 13.9% and 1981 — 11.5%) 
which approximate the average cost 
of long-term funds borrowed in the 
years in which expenditures have 
been made for fixed assets under 
construction. If the construction 
period of a project is extended and 
the construction activities are 
continued, interest is capitalized 
during the period of extension 
provided that the project has a 
reasonable expectation of 
completion. Prior to January 1, 
1982, if it was decided to 
significantly extend the 
construction period of a project, 


interest was not capitalized on 
construction during the period of 
extension. This change has been 
applied on a prospective basis 
because of the nature of the 
environment in which Ontario 
Hydro establishes its electricity 
rates. The effect of this change on 
net income for the year ended 
December 31, 1982 is insignificant. 

If a project is deferred and 
construction activities are halted, 
interest is not capitalized during 
the period of deferral. If a project is 
cancelled, or deferred indefinitely 
with a low probability of 
construction being resumed in the 
future, all costs, including the costs 
of cancellation, are written off to 
operations unless, in accordance 
with its rate-setting authority, the 
Board of Directors of Ontaro Hydro 
specifies such costs be amortized as 
a cost of operations in future years 
for recovery through future 
electricity rates. If fixed assets are 
mothballed for future use, the 
associated mothballing costs are 
charged to operations. 


Depreciation 

Fixed assets in service are 
depreciated on a straight-line basis. 
Depreciation rates for the various 
classes of assets are based on their 
estimated service lives, which are 
subject to periodic review. Changes 
in service life estimates are 
implemented on a remaining service 
life basis from the year the change is 
reflected in electricity rates. The 
estimated service lives of assets in 
the major classes are: 


Generation 
hydraulic - 65 to 100 yrs. 
fossil - 25 to 35 yrs. (1981-30 yrs.) 
nuclear - 40 yrs. (1981-30 yrs.) 


Heavy water - over the period ending 
in the year 2040 
(1981-2030) 

Transmission 

and distribution — 20 to 55 yrs. 

Administration 

and service-5 to 60 yrs. 


Heavy water 
production facilities - 11 to 20 yrs. 
(1981-20 yrs.) 
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Summary of significant accounting 


policies continued 


In accordance with group 
depreciation practices, for normal 
retirements the cost of fixed assets 
retired is charged to accumulated 
depreciation with no gain or loss 
being reflected in operations. 
However, gains and losses on sales of 
fixed assets, and losses on premature 
retirements are charged to 
operations in the year incurred as 
adjustments to depreciation expense. 

When the costs of removal less 
proceeds on retirement of fixed 
assets can be reasonably estimated 
and are significant, the amounts are 
charged to operations over the 
remaining service life of the fixed 
assets; otherwise the amounts are 
charged to operations in the year 
incurred as adjustments to 
depreciation expense. As a result of 
studies on the estimated costs of 
removal and expected proceeds on 
retirement of nuclear generating 
stations, commencing January 1, 
1982, the estimated costs of 
decommissioning nuclear stations 
are charged to operations over their 
remaining service lives on an 
annuity basis. Changes in these 
estimated costs arising from 
periodic reviews are implemented 
on the remaining service life basis 
from the year the changes are 
reflected in electricity rates. 

Fixed assets removed from 
service and mothballed for future 
use are amortized so that any 
estimated loss in value is charged to 
operations on a straight-line basis 
over their expected non-operating 
period. 

Deferred construction projects 
are amortized so that any estimated 
loss in value is charged to 
operations on a straight-line basis 
over their expected deferral period. 
On disposal of component parts 
during the deferral period, the cost 
of fixed assets less proceeds on 
disposal are normally charged to 
accumulated amortization with no 
gain or loss being reflected in 
operations. 


Unamortized advances for fuel 
supplies 

As part of its program to ensure the 
adequate supply of fuels for its 
generating stations, Ontario Hydro 
has entered into long-term fuel 
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supply contracts. Where these 
contracts require Ontario Hydro to 
make payments for pre-production 
costs to suppliers in advance of 
product delivery, these payments 
and associated costs, including 
interest, are carried in the accounts 
as unamortized advances for fuel 
supplies. The advances are 
amortized to fuel inventory as the 
fuels are delivered. 


Fuel for electric generation 
Fuel used for electric generation is 
comprised of the average inventory 
costs of fuel consumed, charges for 


commissioning energy produced, and 
provisions for disposal of nuclear fuel 


irradiated during the period. The 
inventory cost of fuel consumed is 
comprised of fuel purchases, 
transportation and handling costs, 


and the amortization of advances for 


fuel supplies. Transportation costs 
include charges for interest and 
depreciation on railway equipment 
owned by Ontario Hydro. The 
charges for commissioning energy 
produced during the period 
represent the incremental operating 


and fuel costs of producing the same 


quantity of energy at generating 
units displaced because of the 
commissioning activity. As a result 
of studies on the estimated costs of 
disposal of irradiated nuclear fuel, 
commencing January 1, 1982, the 
estimated costs for disposal of 


nuclear fuel irradiated in each period 


are charged to operations on an 
annuity basis. The estimated costs 


for disposal of fuel irradiated prior to 


January 1, 1982, are amortized to 


operations on an annuity basis over a 


ten year period. Changes in 
estimated costs resulting from 
periodic reviews are implemented 
from the year the changes are 
reflected in electricity rates. 


Unamortized debt discount 
Debt discounts or premiums arising 


on the issuance of debt are amortized 


over the period to maturity of the 
debt. In addition, redemption 
discounts or premiums on debt 
acquired prior to the date of 
maturity are amortized over the 
period from the acquisition date to 
the original maturity date of the 
debt. 


Nuclear agreement — Pickem r 


units 1 and 2 a 
Ontario Hydro, Atomic Energy of 
Canada Limited and the Province: 
Ontario are parties to a joint . 
undertaking for the construction a 
operation of units 1 and 2 of — 
Pickering Nuclear Generating _ 
Station, with ownership of these — 
units being vested in Ontario Hydi 
Contributions to the capital cost b 
Atomic Energy of Canada Limited 
and the Province of Ontario . 
amounted to $258 million and thes 
have been deducted in arriving at 
value of fixed assets in service in — 
respect of Pickering units 1 and 2. - 
Ontario Hydro is required to make 
monthly payments until the year 
2001 to each of the parties in 
proportion to their capital 
contributions. These payments, 
termed “payback”, represent in a 
broad sense the net operational — 
advantage of having the power — 
generated by Pickering units 1 anc 
as compared with coal-fired units - 
similar to Lambton units 1 and 2.” 
Foreign currency translation 
Long-term debt payable in foreign 
currencies is translated to Canadif 
currency at rates of exchange at th 
time of issue. Current monetary 
assets and liabilities, including — 
long-term debt payable within on 
year, are translated to Canadian 
currency at year-end rates of | 
exchange and the resulting gains 0 
losses, together with realized 
exchange gains or losses, are credit 
or charged to operations. 


Pension plan 
The pension plan is a controll 
defined benefit plan covering all — 
regular employees of Ontario Hyd 
The pension costs, as actuarially 
determined, include current servic 
costs and amounts required to | 
amortize any surpluses or unfund 
liabilities. Pension plan surpluses 
unfunded liabilities are amortized 
over a fifteen year period. 


Research and development — 
Research and development costs ¢ 
charged to operations in the year 
incurred, except for those related 
directly to the design or construct 
of a specific capital facility. 
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atement of Operations 
the year ended December 31, 1982 


venues 

nary power and energy (note 1) 
funicipal utilities 

ural retail customers 

irect industrial customers 


ondary power and energy (note 2) 


its 

ration, maintenance and administration 
l used for electric generation 

yer purchased 

lear agreement — payback 

yreciation (note 3) 


me before financing charges 


rest (note 4) 
ign exchange (note 5 ) 


income 


ropriation for: 


t retirement as required by the Power Corporation Act 


pilization of rates and contingencies 


—— 


1982 1981 
$°000 $7000 
1,997,752 1,800,129 
575,784 545,760 
395,250 391,038 
2,968,786 2.736,927 
418,844 424,581 
3,387,630 3,161,508 
853,569 764,712 
902,089 765,429 
127,519 127,919 
65,334 62,801 
347,779 324,596 
2,296,290 2,045,457 
1,091,340 1,116,051 
672,503 657,490 
70,418 51,743 
742,921 709,233 
348,419 406,818 
168,015 152,766 
180,404 254,052 
348,419 406,818 


accompanying summary of significant accounting policies and notes to financial statements. 
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Statement of Financial Position 
as at December 31, 1982 


Assets 1982 1 
$000 $ 

Fixed assets : 
Fixed assets in service (note 6) | 13,073,735 12,489, 
Less accumulated depreciation ee 
9,887,006 9,702) 

Construction in progress (note 6) 7,712,599 5,381, 
Deferred construction projects (note 10) 
17,599,605 15,447, 

Current assets ' 
Cash and short-term investments (note 7) 452,200 408, 
Accounts receivable 364,277 373, 
Fuel for electric generation (note 8 ) 801,842 681, 
Materials and supplies, at cost 199,489 157, 
1,817,808 1,620, 

Other assets : 
Unamortized advances for fuel supplies (note 9) 758,823 596, 
Unamortized deferred costs (note 10) 394,793 
Unamortized debt discount 58,893 72, 
Long-term accounts receivable and other assets TN 
1,303,419 761, 

20,720,832 17,829, 


See accompanying summary of significant accounting policies and notes to financial statements. 
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bilities 1982 
$7000 
ig-term debt 
ids and notes payable (note 11) 16,089,328 
er long-term debt (note 12) 241,159 
16,330,487 
s payable within one year 448,537 
15,881,950 
rrent liabilities 
ounts payable and accrued charges 562,223 
t-term notes payable 112,949 
rued interest 521,094 
ig-term debt payable within one year 448,537 
1,644,803 
ier liabilities 
g-term accounts payable and accrued charges 80,753 
rued irradiated fuel disposal and plant decommissioning costs (note 13) 75,644 
156,397 
meosencies (notes 6 and 14) 
nity 
nities accumulated through debt retirement appropriations 1,971,458 
erve for stabilization of rates and contingencies 939,529 
tributions from the Province of Ontario as assistance for rural 
onstruction 126,695 
3,037,682 
| 20,720,832 


_ 


behalf of the Board 


i Oe AML 


President 


onto, Canada, 
rch 14, 1983. 


1981 
$7000 
13,840,051 


260,300 


14,100,351 
437,769 


13,662,582 


475,292 

97,200 
400,639 
437,769 


1,410,900 


66,486 


66,486 


1,803,662 
199,200 


126,695 
2,689,653 
17,829,621 
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Statement of Equities Accumulated through Debt Retirement 
Appropriations for the year ended December 31, 1982 


Power District 


(Rural Retail and _ totals = 

Municipal Direct Industrial 4 

Utilities Customers) 1982 li 

$000 $000 $000 8 

Balances at beginning of year 1,265,705 537,957 1,803,662 1,651; 
Debt retirement appropriation 114,501 53,014 168,015 152) 
Transfers and refunds on annexations ; 
by municipal utilities 1,367 (1,586) (219) (1 
Balances at end of year 1,381,573 589,885 1,971,458 1,803, 


Statement of Reserve for Stabilization of Rates and Contingencies 
for the year ended December 31, 1982 


Held for the Held for the benefit of 
benefit of all (or recoverable from) 
customers certain groups of customers Totals 
Rural Direct 
Municipal Retail Industrial : 
Utilities Customers Customers 1982 1 
$7000 $7000 $7000 $7000 $7000 y 
Balances at beginning of year 761,463 1,144 (1.375) (1,936) 759,296 505, 
Appropriation 186,709 127/ (8,191) 1,759 180,404 ee 
Transfers and recoveries 
on annexations by | 
municipal utilities (45) — 1 ~ (44) ( 
Payment to Ontario | 
Municipal Electric 
Association (note 15) — (127) _ — (127) ( 
Balances at end of year 948,127 1,144 (9,565) G7) 939,029 7 59, 


See accompanying summary of significant accounting policies and notes to financial statements. 
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atement of Changes in Financial Position 


the year ended December 31, 1982 


1982 1981 

| $000 $000 

urce of Funds 

rations 

fet income 348,419 406,818 

lharges not requiring funds in the current year: 

Depreciation 347,779 324,596 
Provision for irradiated fuel disposal costs 56,708 _ 
Other 28,225 19,605 

: 781,131 751,019 

ancing 

ong-term debt 

| Bonds and notes payable and other long-term debt issued 2,845,624 2,246,160 

' Less retirements 631,490 529,956 

| 2,214,134 1,716,204 
nort-term notes payable — increase (decrease) 15,749 (47,325) 
ash and short-term investments — (increase) (43,759) (169,323) 
| 2,186,124 1,499,556 
punts payable and accrued interest — increase 207,386 136,752 
g-term accounts payable and accrued charges — increase 14,267 16,824 

punts receivable and other assets — decrease (increase) 16,333 (3,188) 
3,205,241 2,400,963 

blication of funds 

additions to fixed assets (note 16) 2,883,039 2,144,210 
mortized advances for fuel supplies — increase 161,999 182,719 
: materials and supplies — increase 160,203 74,034 
| 3,205,241 2,400, 963 
accompanying summary of significant accounting policies and notes to financial statements. 
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1. Primary power and energy ‘ 
Under an amendment to the Power Corporation Act, commencing in 1982, Ontario Hydro is required to reduce th 
expected differential in each year between rural retail and municipal utility residential rates to 15 per cent. In 198 
discounts amounting to $33 million were provided to rural residential customers and recovered from primary 
customers. In 1981, discounts amounting to $20 million were recovered from the Province of Ontario and inci 
rural retail revenues. 


2. Secondary power and energy 


3 
Secondary power and energy is comprised mainly of revenues of $418 million i in 1982 (1981 — $423 ae) from — 
sales of electricity to United States utilities. | 


3. Depreciation 


Depreciation of fixed assets in service _ 
Amortization of deferred construction projects 
Provision for plant decommissioning costs 

Costs of removal less salvage proceeds on retirements 


489,205 402, 


Depreciation charged to — heavy water production 108,754 50, 
— construction in progress 23,133 21, 

— fuel for electric generation 2,387 y. 

Net gains on sales of fixedassets ee 
141,426 78, 

347,779 3m 


Depreciation of fixed assets in service includes $15 million (1981 — $13 million) for the amortization of non- -operat 
generating units which have been mothballed. (See note 6.) ; 


4. Interest 1982 7 

$7000 $ 
Interest on bonds, notes, and other debt 1,702,607 1 30 
Interest on accrued irradiated fuel disposal and plant decommissioning costs 4,936 | 


1,707,543 1 369 


Less: | 
Interest charged to — construction in progress 758,622 47 ; 
— heavy water production 127,042 ) 
— unamortized advances for fuel supplies 53, /92 
— fuel for electric generation 28,116 
Interest earned on investments 67,468 
1,035,040 712 
672,503 657 
5. Foreign exchange 1982 
$7000 .) 
Exchange loss on redemption and translation of foreign long-term debt 66,317 40 
Net exchange loss on other foreign transactions 4,101 1 
70,418 5 
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ixed assets 1982 1981 
$7000 $’000 
Assetsin Accumulated Construction Assetsin Accumulated Construction 
Service Depreciation in Progress Service Depreciation in Progress 
eration — hydraulic 1,/55,915 452,953 26,404. 1,/4/,945 421,769 8,454 
— fossil 2,797 ,302 804,473 392,697 2,579,429 117,389 407,132 
| — nuclear 1,950,220 366,665 5,818,047 1,902,932 309,839 4,059,144 
ivy water 594,007 85,984 1,028,890 590,670 77,264 564,022 
nsmission and distribution 3,953,425 932,118 297,825 3,680,004 852,013 302,254 
ninistration and service 667,011 208,211 65,384 602,988 234,781 40,259 
ivy water production facilities 1,355,855 276,265 20,602 1,386,091 173,895 — 
18,073,739 3,186,729 7,712,599 12,489,659 2,787,400 5,301,265 


bunits at the R. L. Hearn Generating Station and four units (1981 — two units) at the Lennox Generating 
ion are mothballed. The capital cost and accumulated depreciation of these non-operating units, amounting to 
P million and $162 million, respectively (1981 — $268 million and $89 million, respectively), are included in fossil 


pration assets in service. At this time it is uncertain if, or when, these units will resume operation. 


struction in progress at December 31, 1982 is comprised of: 


Estimated 
Costs to 
Remaining Dependable Costs Complete 
| Number of Planned Capacity to Incurred to (Excluding 
| Units In-Service be Placed December 31, Escalation 
Scheduled Dates in Service 1982 and Interest) 
| MW $ millions $ millions 
‘lear generating stations (including 
eavy water) 
Pickering “B” 4 1983-85 2,064 2,012 330 
Bruce “B” 4 1984-87 3,000 3,045 1,200 
| Darlington 4 1988-92 3,024 Vi) 4,120 
sil generating station 
_Atikokan 1 1984 206 361 170 
pther construction in progress _ _ (24 _ 
T7113 


» above estimates are the most recent forecasts as of March 14, 1983. These estimates exclude cost escalation and 
rest which are forecast to average 10.0% and 14.2% per year, respectively, over the period 1983 to 1992. Because 
e uncertainties associated with long construction lead times and planned in-service dates, these costs to 


iplete are subject to change. 


lash and short-term investments 1982 
$°000 
ih and interest bearing deposits with banks and trust companies 431,459 
porate notes 5,218 
rernment and government-guaranteed securities 15,463 
: 452,200 


1981 
$7000 
293,059 
76,285 
39,097 


408,441 


p orate notes were recorded at cost which approximates market value. Government and government-guaranteed 
irities were recorded at the lower of cost or market value; market value as at December 31, 1982 was $17 million 


31 — $39 million). 
' 


| 
I 
| 
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Notes to financial statements continued 


Based on present commitments, additional advance payments for fuel supplies will total approximately $149 
over the next five years, including approximately $95 million in 1983. 


8. Fuel for electric generation 1982 
$000 
Inventories — coal 590,268 
— uranium 200,177 
— oil 11,397 , 
801,842 L, 
9. Unamortized advances for fuel supplies 1982 1 
$7000 . 
Coal 113,010 i 
Uranium 645,813 5, 
758,823 6, 


10. Unamortized deferred costs 1982 


Bruce Heavy Water Plant “D” 803,095 
Wesleyville Generating Station 41,400 


394,793 


Bruce Heavy Water Plant “D” : 
As a result of recent forecasts projecting reduced heavy water production requirements, the Board of Diretoel : 
decided that effective December 31, 1982, Bruce Heavy Water Plant “D” be considered an indefinitely deferred 
project with a low probability of construction being resumed in the future. Furthermore, the Board specified tha 
the amortization of the capital cost of this project continue at an annual rate of 4% in 1983, and the unamortized 
cost as at January 1, 1984 be amortized for recovery through rates at an annual rate of 10% over the period 1984 
1993. This unamortized cost was included in deferred construction projects as at December 31, 1981. 


_ Wesleyville Generating Station 
As a result of a recent review, the estimated value of the remaining assets of the Wesleyville Generating Station 
project was reduced by $41 million, effective December 31, 1982. Furthermore, the Board of Directors specified th 
the $41 million be amortized for recovery through rates at an annual rate of 10% over the period 1984 to 1993. 
unamortized cost was included in construction in progress as at December 31, 1981. 
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me cetera imma ce 


3onds and notes payable 


ds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by the currency 


hi ch they are payable in the following table: 


1982 1981 
Weighted Weighted 
Principal Average Principal Average 
of Outstanding Coupon Outstanding Coupon 
ity $000 Rate $7000 Rate 
Canadian Foreign Total Total 
_ _ — 419,561 
178,399 250,248 428,647 372,949 
99,277 111,697 210,974 214,173 
564,117 290,978 855,095 858,143 
_ 145,982 145,982 148,118 
721,411 199,287 920,698 _ 
5 years 1,563,204 998,192 2,561,396 10.8% 2,012,944 9.0% 
0 years 424,823 2,384,875 2,809,698 129 1,438,805 li 
15 years 670,074 313,241 1,043,321 8.1 890,081 8.3 
20 years 2,542,616 559,828 3,102,444 113 2,957,761 10.7 
5 years 1,407,807 1,307,806 2,/15,613 9.5 2,454,611 9.6 
0 years 1,706,000 2,150,856 3,856,856 115 4,085,849 10.8 
| 8,314,524 7,774,804 16,089,328 11.0 13,840,051 10.3 
“ency in which payable: 
adian dollars 8,314,524 1022711 
ved States dollars 7,608,112 6,185,064 
German Deutsche marks 64,368 75,992 
; francs 56,724 56,724 
16,089,328 13,840,051 


‘bonds and notes payable in United States dollars include $5,108 million (1981 — $4,502 million) of Ontario 

ro bonds held by the Province of Ontario and having terms identical with Province of Ontario issues sold in the 
ed States on behalf of Ontario Hydro. Except for these bonds and $1,000 million (1981 — $1,000 million) of 

1s issued to the Province of Ontario with respect to Canada Pension Plan funds advanced to Ontario Hydro, all 
Js and notes payable are guaranteed as to principal and interest by the Province of Ontario. 


long-term bonds and notes payable in foreign currencies are translated into Canadian currency at rates of 
lange at time of issue. If translated at year-end rates of exchange, the total amount of these liabilities would 
> to be increased by $848 million at December 31, 1982 (1981 — $681 million). 


i 
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Notes to financial statements continued 


12. Other long-term debt 1982 
$000 


The balance due to Atomic Energy of Canada Limited for the purchase of Bruce Heavy 

Water Plant “A”. Under the purchase agreement, Ontario Hydro pays equal monthly 

instalments of blended principal and interest to December 28, 1992, with interest at the 

rate of 7.795%. 175,835 


Capitalized lease obligation for the head office building at 700 University Avenue, 
Toronto. The lease obligation is for the 30-year period ending September 30, 2005, 
payable in United States dollars at an effective interest rate of 8%. 41,310 


Capitalized lease obligations for transport and service equipment. Under these 
agreements, monthly instalments of blended principal and interest will be paid to 1988, 
at effective interest rates ranging from 6.8% to 18.25%. 24,014 


241,159 260 


Payments required on the above debt, excluding interest, will total $99 million over the next five years. The amo 
payable within one year is $20 million (1981 — $18 million). : 


13. Accrued irradiated fuel disposal and plant decommissioning costs 1982 

$000 
Accrued irradiated fuel disposal costs 60,669 
Accrued plant decommissioning costs 14,975 


75,644 


Irradiated fuel disposal costs 
Studies have been carried out to estimate the costs to be incurred for the disposal of irradiated nuclear fuel. The 
significant assumptions used in estimating the future irradiated fuel disposal costs were: 
e an in-service date of the year 2000 for irradiated nuclear fuel disposal facilities; 

¢ a transportation distance of 1,600 kilometres from nuclear generating facilities to disposal facilities; and 
e interest and escalation rates through to the disposal date averaging 9.2% and 7.3%, respectively. ] 
Because of the uncertainties associated with the technology of disposal and the above factors, these costs are sub 
to change. 


Plant decommissioning costs 
Studies have been carried out to estimate the costs of decommissioning a nuclear generating station. The signific¢: 
assumptions used in estimating the future decommissioning costs were: : 
e decommissioning on the deferred dismantlement basis (dismantlement following storage with surveillance fog a 

30-year period after shutdown of the reactors); | 
¢ a transportation distance of 1,600 kilometres from nuclear generating facilities to disposal facilities; and 
¢ interest and escalation rates through to the completion of decommissioning averaging 8.0% and 6.6%, eae c 


are subject to change. 


14. Fuel used for electric generation 


Ontario Hydro has contracted with Petrosar Limited for the purchase of 20,000 barrels of residual fuel oil per day 
through to April 1992. Deliveries in 1982 were 2% (1981 — 6%) of the contract quantities. Amounts have been _ 
charged to the costs of operations to provide for settlement with respect to reduced deliveries to date. Petrosar hi 
commenced actions claiming damages for failure to take the contract quantities in 1981 and claiming compensati 
payments in respect of the failure to take the contract quantities in 1982. Ontario Hydro is defending these actiol 


15. Payment to Ontario Municipal Electric Association 


The amount of this payment is equivalent to interest on the balance held for the benefit of Municipal Utilities ir in 
Reserve for Stabilization of Rates and Contingencies. 


36 


fet additions to fixed assets 


dditions to fixed assets are capital construction expenditures less the proceeds on sales of fixed assets. The 
ds on sales of fixed assets in 1982 and 1981 were insignificant. For 1983, net additions to fixed assets are 
1ated to be $3,176 million. 


‘ension plan 


ost recent actuarial valuation of Ontario Hydro’s pension plan as at December 31, 1981 reported a surplus of 
ximately $28 million (December 31, 1980 — $17 million). 


ignificant actuarial assumptions used in the 1981 valuation (1980 valuation) were: 
used to discount future investment income 8.5% (1980 — 8.5% ) and future benefits 8% (1980 — 8%); 
y escalation rate 8% (1980 — 8%); 
age retirement age for males 61.4 (1980 — 61.8) and for females 61.3 (1980 — 60.8); and 
on stocks valuation 5 year average (1980 — 5 year average). 


xperience surplus for 1981 of approximately $34 million, partially offset by an additional unfunded liability of 
ximately $23 million for plan improvements, increased the pension plan surplus by $11 million. 


pension plan costs for 1982 were $70 million (1981 — $60 million). 
search and development 


82, approximately $61 million of research and development costs were charged to operations and $5 million 
capitalized (1981 — $50 million and $5 million, respectively). 


omparative figures 


in of the 1981 comparative figures have been reclassified to conform with the 1982 financial statement 
ntation. 


itors’ Report 


lave examined the statement of financial position of Ontario Hydro as at December 31, 1982 and the statements 
erations, equities accumulated through debt retirement appropriations, reserve for stabilization of rates and 
ngencies and changes in financial position for the year then ended. Our examination was made in accordance 
generally accepted auditing standards, and accordingly included such tests and other procedures as we 

ered necessary in the circumstances. 

our opinion, these financial statements present fairly the financial position of Ontario Hydro as at December 
982 and the results of its operations and the changes in its financial position for the year then ended in 

dance with generally accepted accounting principles. Further, in our opinion, such principles, except for the 

ge in accounting for interest capitalized when a construction project is extended as described in the summary of 
ficant accounting policies, have been applied on a basis consistent with that of the preceding year. 


to, Canada, CLARKSON GORDON 
th 14, 1983. Chartered Accountants 
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Five Year Summary of Financial Statistics 


1978 
Revenues 
Primary power and energy 
Municipal utilities 1,275,107 
Rural retail customers 442,224 
Direct industrial customers 261,816 
1,979,147 
Secondary power and energy 288,533 
2,267,680 
Less excess revenues") | 180,292 
2,137,388 
Operating costs 
Operation, maintenance and administration 501,800 
Fuel used for electric generation?) 508,903 
Depreciation 265,060 
Other?) 144,885 
1,420,648 
Income before financing charges 
and extraordinary item 716,740 
Financing charges 
Interest on bonds, notes and other debt 899,817 
Capitalized interest (304,119) 
Investment income (76,249) 
819,449 
Foreign exchange 29,346 
548,795 
Income before extraordinary item 167,945 
Extraordinary item 20,500 
Net income 147,445 
Financial position 
Total assets 13,162,506 
Fixed assets 11,340,961 
Long-term debt 10,226,763 
Equity 1,802,793 
Major sources of funds 
Operations”) 444,575 
Bonds and notes payable and other 
long-term debt — net increase’) 1,488,239 
Major application of funds 
Net additions to fixed assets 1,652,043 
Unamortized advances for fuel 
supplies — net increase 45,626 
Financial indicators 
Interest coverage) 1,19 
Debt ratio 853 
Return on average rate base (% )'” 9.4 
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1979 1980 1981 ] 
(in thousands of dollars) 
1,441,557 1,603,072 1,800,129 
474,795 513,616 545,760 
305,210 341,785 391,038 
2991562 2458473 = 2.786,927 
346,558 360,742 424,581 
2568120 2819215 8161508 
2568,120 2,819.215 3,161,508 
601,422 639,572 764,712 
608,615 674,085 765,429 
284,610 305,967 324,596 
151,651 148,528 190,720 
1,646,298 1,768,152 2.045,457 
921,822 1,051,063 1,116,051 
1,020,568  1,165921 1,369,938 «177m 
(341,073) (401,254) (627,758) (967 
(105,163) (109,268) (84,685) (67 
583,332 655,399 657,490 672 
70,875 19,238 51,743 70 
654,207 674,637 709,233 
267,615 376,426 406,818 Ag 
= 160,000 _ 4 
267,615 216,426 406,818 346 
(in thousands of dollars) i 
14,513,729 15,593,347 17,829,621 i 
12,628,842 13,630,177 15,447,525 
11,134,185 12,005,058 13,662,582 
9069588 2284977 2,689,653 
(in thousands of dollars) 7 
582,424 692,377 751,019 781 
1,098,025 862,249 1,716,204 2,214 
1,574,716 1,469,550 2,144,210 2,884 
126,680 146,722 182,719 16) 
1.26 1.32 1.30 1 
848 846 841 | 
10.1 10.8 Us oo 


1978 1979 1980 1981 1982 
(in mills per kilowatt-hour of total energy sales) 


rage revenue per kilowatt-hour') 


lary power and energy 
icipal utilities 20.81 22.16 24.70 2/10 29.81 

ural retail customers 34.21 36.49 39.70 42.69 44.82 
rect industrial customers 17.72 19.37 20.80 22.90 26.14 
mdary power and energy 27.16 29.12 33.63 38.38 38.95 
lassifications combined 22.02 24.75 26.85 29.45 32.04 
(expressed as a %) 

rage rate increases!) 

icipal utilities GA 9.8 8.6 9.3 9.6 
al retail customers 9.8 10 6.2 Ii2 Sy 
t industrial customers 10.3 10.1 ql 9.6 10.0 
age cost per kilowatt-hour®) (in mills per kilowatt-hour of energy generated) 

| aulic 

b eration, maintenance and administration 86 .98 1.09 1.49 1.68 
hel - water rentals A8 ay 58 .66 16: 
epreciation and financing charges 3.39 3.26 3.24 B01 3.60 
| 473 4.76 491 5.66 6.01 
sear 

Jeration, maintenance and administration 3.12 3.02 3.49 All 4.87 
ae] — uranium 161 1.94 2.09 2.04 3.84 
ppreciation and financing charges 8.69 9.26 71.65 8.07 8.83 
| 13.42 14.52 13.53 14.50 17.54 
il 

beration, maintenance and administration 2.98 3.2/ 3.42 3.14 4.03 
rel - coal, gas and oil 15.42 17.08 18.56 20.97 23.29 
epreciation and financing charges 6.90 G16 6.45 6.11 6.84 
| 25.30 27.50 28.43 30.82 34.16 
| 
: otes 


fatario Hydro was required by the Province of Ontario to conform with the spirit and intent of the Federal Anti-Inflation program as 
j applied to net income for the year-1978. Excess revenues were applied to reduce customers’ bills in 1979 and 1980. Figures for 1978 
ae before deduction of excess revenues. 

lgures for 1978-1981 have been reclassified to conform with 1982 financial statement presentation. 

he for 1982 are preliminary. 

Verage cost per kilowatt-hour represents the costs attributable to generation but excludes the costs related to transmission, 
stribution and corporate administrative activities. These figures reflect the historical accounting costs of operating facilities and the 
‘tual energy generated by these facilities during the year. 

iterest coverage represents income before extraordinary item plus gross interest (interest on bonds and notes payable, short-term 
ptes payable, other long-term debt, and accrued irradiated fuel disposal and plant decommissioning costs) less interest on other 
i rued costs, divided by gross interest. 

jebt ratio represents debt (bonds and notes payable, short-term notes payable, other long-term debt, and accrued irradiated fuel 
sposal and plant decommissioning costs) divided by debt plus equity. 

\ & 

feturn on average rate base represents income before extraordinary item plus gross interest (interest on bonds, notes and other debt, 
id other accrued costs) divided by average rate base (total assets less long-term and current accounts payable and accrued charges, 
: rued interest, and contributions from the Province of Ontario as assistance for rural construction). 
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Comparative Statistics 


1978 1979 1980 1981 

Customer Statistics (in millions of kilowatt-hours) 

Primary energy sales 

Municipal utilities 61,285 63,349 64,899 66,416 
Rural retail 12,927 13,011 12,936 12,783 
Direct industrial WATTS 157i 16,432 Tn 
88,987 92,117 94,267 96,276 
Secondary energy sales 10,393 11,662 10,727 11,063 


(in thousands) 
Total Ontario customers: 


Residential DALI 2,449 2,493 2,528 
Farm 1g 05 1 Ble: 1 110 
Commercial and industrial 307 316 322 329 

2,833 2,878 2,927 2,967 


(in kilowatt-hours per customer) 
Average annual use: 


Residential D707 9,839 eal 9,852 
Farm 185279 19225 195978 20,731 
Commercial and industrial 200,601 204,113 202,582 204,575 


(in cents per kilowatt-hour) 
Average revenue: 


Residential 2.98 aye 3.60 3.96 
Farm awl 3.42 34 At 
Commercial and industrial Zale, 235 2.66 2.92 
Operating Statistics @ 

Dependable peak capacity (000 kW) 22,845 24,429 24,457 24,595 
December primary peak demand (’000 kW) 15,722 16,365 16,808 16,600 
Primary energy made available (000,000 kWeh) 95,373 98,127 100,174 101,659 
Total Staff, average for year 27,850 28,385 28,902 30,850 
Footnotes 


(1) Figures for 1982 are preliminary. 
(2) Includes mothballed generation: 1979 - 550,000 kW; 1980 - 1,704,000 kW; 1981 - 1,913,000 kW and 1982 - 3,034,200 kW. 


40 


\ 


< 


eX 
es 


<— i x . Y 


Z 


Ay, 


NS 


NC 


NZ 


A 


> 


Uy 


GNX vo 
y TR We g = 
| Z 
o 
z 
= 


700 


oe 


Ontario Hydro 
Toronto M5dG 1X6 


Head Office, 


Ontario Hydro 


We must not neglect | 1983 Annual Report 
the proven in the search 
for the possible. 


The Corporation 


Ontario Hydro is a corporation without share 
capital created by a special statute of the Prov- 
ince of Ontario in 1906. It now operates under 
the authority of the Power Corporation Act, 
R.S.O. 1980, Chapter 384, as amended, with 
broad powers to generate, supply and deliver 
electric power throughout the province. It is also 
authorized to produce and sell steam and hot 
water as primary products. The Corporation’s 
prime objective is to supply the people of 
Ontario with electricity at the lowest feasible 
cost consistent with high safety and quality of 
service standards. 

Ontario Hydro’s main activity is wholesal- 
ing electric power to municipal utilities in urban 
areas, who in turn retail it to customers in their 
service areas. Ontario Hydro also serves directly 
more than 100 large industrial customers and 
about 768,500 rural retail customers in areas or 
communities not served by municipal utilities. 
In 1983, approximately 3,048,000 customers 
were served by Ontario Hydro and the munici- 
pal utilities in the province. 

Ontario Hydro operates 79 hydraulic, fossil 
and nuclear generating stations and an exten- 
sive power grid across Ontario to meet the 
province’s demands for electric energy. Inter- 
connections with other systems place the Cor- 
poration in an extensive electrical grid that 
covers a large segment of the North American 
continent. 


In addition, Ontario Hydro exercises cer- 
tain regulatory functions over municipal utilities 
and also exercises the approval and inspection 
functions for electrical equipment (in conjunc- 
tion with the Canadian Standards Association) 
and electrical wiring installations throughout 
the province. 

Ontario Hydro is a financially self- 
sustaining corporation. The Province of Ontario 
guarantees bonds and notes issued to the public 
by the Corporation. 

- Ontario Hydro’s head office is located at 
700 University Avenue, Toronto, Ontario. For 
administrative and operational purposes, six 
regional and 53 area offices are maintained 
throughout the province. 

The business and affairs of Ontario Hydro 
are directed and controlled by a board of direc- 
tors consisting of a chairman, a president, a 
vice-chairman, and not more than 10 other 
directors. All of the members of the board are 
appointed by the Lieutenant-Governor in Coun- 
cil of the province except the president who is a 
full-time employee of the Corporation appointed 
by the Board. 

To assist the Board in directing the Corpora- 
tion’s affairs, there are five Committees of the 
Board - Finance, Audit, Management Re- 


‘sources, Social Responsibility, and Technical — 


Advisory. These committees review and make 
recommendations to the Board on matters 
within their terms of reference. 


Report of the 
Board of Directors of 
Ontario Hydro for the Year 1983 


To: 
The Honourable Philip Andrewes, 
Minister of Energy 


We, the Board of Directors, submit to 
you this report of the financial position 
and relevant Ontario Hydro activities 
for the year 1983. We would like to 
thank you and the staff of the Ministry 
of Energy for the cooperation and 
understanding extended during 

the year. 


On behalf of the Board 
Mle Uerleelrs 
Milan Nastich 

May, 1984 


Financial Highlights 


1983 1982 


(in thousands of dollars) 


Revenues 3,805,131 3,387,630 
Net income 471,651 348,419 — 
Total assets 23,193,894 20,720,832 


Net additions to fixed assets 2,709,542 2,883,039 


Message from the Chairman 


For Ontario, 1983 was a year in which economic 
uncertainty gradually gave way to cautious opti- 
mism. It was a year in which the people of 
Ontario showed their resilience and capacity to 
adjust to new and more difficult circumstances. 

In that vein, Ontario Hydro also redirected 
its resources to improve its ability to respond to 
those rapidly changing economic circum- 
stances. Costs were cut, programs adjusted and 
policies changed to keep rates at the lowest level 
over the long term — without jeopardizing cus- 
tomer service. 

Our key to more flexibility involves making 
the best use of Hydro facilities - existing 
generating capacity, nuclear stations under con- 
struction, existing and future transmission facili- 
ties and upgraded interconnections with neigh- 
bouring utilities. 

For power consumers, the benefits will be a 
more efficient and more customer-oriented 
utility which will cut costs without cutting stand- 
ards, and thus provide Ontario with competi- 
tively priced and reliable electricity. 


We are well aware of our responsibilities to 
the people of Ontario. For more than 77 years, 
Ontario Hydro has taken those responsibilities 
seriously and, in so doing, earned a reputation 
for high quality service and impressive techno- 
logical achievement. That pursuit of excellence 
remains an integral part of the motivation of 
Hydro’s dedicated and resourceful staff. 

The year 1983 was also one of unexpected 
challenges. During the summer, the rupture of a 
pressure tube in one of the units at the Pickering 
generating station heightened public interest in 
Ontario Hydro’s nuclear program. 

This incident demonstrated the ability of 
the CANDU design to sustain safely a major 
component failure. When the unit was taken out 
of service, the higher cost of replacement power 
from our coal-fired stations underlined just how 
economic nuclear power is. 

Nuclear power will continue to play a major 
part in the development of an economic power 
system that provides reliable electricity at 
lowest possible cost. But there are also impor- 
tant roles for coal, water, and alternative tech- 
nologies. By drawing on a variety of energy 
sources, an economic and environmentally 
sound electricity system will be maintained. 

At this time, I would like to thank Hugh 
Macaulay, who resigned March 31, 1983, and 
whose guidance and assistance helped the Cor- 
poration position itself to meet the future needs 
of the province. 

| would also like to thank the Board of 
Directors and senior management - in particu- 
lar, Senior Executive Vice-President Pat 
Campbell and Executive Vice-President, Opera- 
tions, Arvo Niitenberg — for their help. 

And finally, on behalf of Hydro, I would like 
to express my appreciation to the three associa- 
tions that represent a large segment of our 
customers - the Ontario Municipal Electric 
Association, the Association of Municipal Elec- 
trical Utilities, and the Association of Major 
Power Consumers in Ontario. Their coopera- 
tion is reflected in their dedicated service to the 
people of Ontario. 


ule Vetielr 


ae ener ie hee Nae re TP 
Interview with Milan Nastich 


Q. Late in 1982 Hydro announced a new cor- QQ. Most North American utilities find them- 


porate strategy which shifts priorities from 
expanding the system through construction 
to maximizing use of existing resources. 
What did that strategy accomplish in 1983? 


The first and major accomplishment has 
been the setting of a new corporate direc- 
tion. Clarity of mission is one of the most 
important needs in an organization the size 
of Ontario Hydro, and the new corporate 
strategy gives us that. It tells the people of 
Ontario, our owners, what to expect from 
their utility. 


I think it’s safe to say that, in the past, we 
focused on meeting the demand for elec- 
tricity, mainly by increasing the supply. 
Now we're focusing our efforts on manag- 
ing both demand and supply to achieve the 
lowest possible price for electricity. On the 
marketing side, we’re looking at encourag- 
ing new energy efficient electricity applica- 
tions that benefit the consumer and support 
federal and provincial off-oil policies. 
It’s entirely possible that in our marketing 
activities in the 1990s we'll want to place 
even greater emphasis on load manage- 
ment and energy efficiency. This will help 
balance customer needs and system capa- 
bilities and bring the maximum economic 
benefit to our customers. On the supply 
side, of course, we will complete the cur- 
rent construction program as expeditiously 
and as economically as possible. 


Once you have the new generation in 
place, will you have the power system you 
need? 


Not completely. We'll have enough genera- 
tion facilities in place — at least through the 
1990s - but that’s only part of the story. 
What we need is added transmission. We 
have to get the power from where it’s made 
to where it will be used. The major trans- 
mission projects in eastern and southwest- 
ern Ontario are designed to do just that. 
We’re in the midst of that process now, 
working with people in those parts of the 
province, and with the Joint Hearings 
Board which will decide the location of the 
lines. And once the bulk transmission is in 
place, there will have to be continuing 
efforts to build up the distribution system in 
Ontario to maintain a reliable supply of 
electricity to our customers. 


selves with surplus capacity due to forecasts 
that turned out to be too high. Can you do 
better in future? 


Forecasting methods will improve, but can 
never insulate us entirely from unexpected 
events. In the past, utilities generally chose 
the lowest-cost option, which usually 
meant building large generating stations 
that provide a low unit cost. But the risk is 
that if forecasts of demand turn out to be too 
optimistic, then the electricity facilities will 
not be used initially to full capacity. Our 
new approach is, first, to try to be ready to 
meet a range of possibilities and, second, to 
add smaller increments of capacity. While it 
may be somewhat more costly, this new 
approach results in more effective 
responses to changing circumstances. Flex- 
ibility and quickness of response have to be 
two of our major aims for the balance of this 
century. 


If minimizing costs is a key part of your new 
approach, are Hydro’s customers going to 
notice any decline in service or reliability? 


I believe not. I have a great deal of faith in 
Hydro people. They can put their intelli- 
gence and inventiveness to work in making 
optimum use of available resources, and 
thus provide the same excellent service as 
they have in the past. 


Does the failure of a pressure tube in 1983 
at the Pickering nuclear generating station 
mean Hydro should rethink the economics 
of the nuclear option? Is the construction of 
the Darlington nuclear station, scheduled 
to be in service by 1992, still a sound 
proposition? 


The pressure tube problem at Pickering 
doesn’t alter the relative economic advan- 
tage of Ontario’s nuclear plants compared 
to the next feasible alternative — coal-fired 
plants. The pressure tubes were scheduled 
to be replaced sometime during the life of 
the reactor — now the replacement will 


have to happen sooner than we'd earlier 
thought. In any event, what is learned at 
Pickering will be applied to Darlington. Our 
forecasts show that Darlington remains a 
good bet for all but the most pessimistic 
scenario, which assumes virtually no 
growth at all for the next 15 years. So, for a 
wide range of realistic probabilities, 
Darlington remains an economic invest- 
ment for the people of Ontario. 


Hydro’s debt has attracted the attention of 
critics in 1983. Is this debt of $20 billion too 
high? 


Our debt certainly attracted attention. | 
wish our assets of $23 billion had attracted 
as much. Hydro has not overextended 
itself. Debt, in itself, is neither good nor 
bad. Electrical utilities are, by and large, 
debt-financed, because of the large capital 
cost of new facilities. The underlying princi- 
ple is that the customers who'll use the new 
facilities when they come into service some 
15 years later are also the people who 
should pay for them. In fact, Hydro’s finan- 
cial soundness will be improving as we 
finish off our construction program. Our 
debt ratio is rapidly approaching the targets 
that we've set, and in 10 years our debt will 
be, in today’s dollars, about $15 billion - 
significantly lower than today. Our debt is 
an investment in the future, in a power 
system which will produce electricity and 
revenues for 50 to 60 years. 


How well did Hydro relate to its customers 
in 1983? 


My reading is that the people in Ontario 
generally feel electricity is a good buy. On 
the customer reliability side, which is very 
important to people, we've had a good year. 
People have been able to turn their light 
switches on when they wanted. Most of our 
major customers are aware that electricity 
helps give them a competitive edge. It’s 
reliable and relatively cheap. | think our 
customers also realize we are working hard 
on their behalf to keep it that way. 


Our relationship with our major customers, 
through the OMEA, AMEU and AMPCO, 
improved this year. That’s important be- 
cause, as you know, Ontario has a rather 
unusual electrical utility network. Hydro 
sells most of its power to local municipal 
utilities, so that most end users of electricity 
are not our direct customers. We want to 
work even more closely with these associa- 
tions, as well as with groups such as electri- 
cal manufacturers and contractors, to 
ensure that we provide the service that our 
customers need and want. 


Other Canadian utilities, like Hydro- 
Quebec, are seeking to increase power 
exports to the United States. Will Ontario 
Hydro continue to compete for these 
markets as well? 


We certainly will. The pursuit of export 
markets is an important part of our corpo- 
rate strategy, because it is of great benefit to 
all concerned. The income from export 
sales in 1983, for instance, reduced Ontario 
electricity rates by close to 5 per cent. 
Furthermore, it helped improve Canada’s 
balance of payments position. 


Exports of Ontario-manufactured electricity 
also benefit American customers by help- 
ing to moderate their electricity rates. 
Furthermore, by building the interconnec- 
tions needed for selling power, we are in- 
creasing the reliability of electricity supply 
on both sides of the border by strengthen- 
ing our ability to buy and sell power in 
emergency situations. 


Your predecessor, Hugh Macaulay, said last 
year that the toughest challenge for Hydro 
in the mid-1980s would be keeping the 
price of electricity down. With revenues up 
in 1983, has that challenge been largely 
met? 


No. That challenge will stay with us 
through the ’80s. It’s definitely not a one- 
year effort. While there are unknowns 
facing us, our assessment of the most likely 
future is that electricity prices will remain 
competitive. But it requires effort, dedica- 
tion and ingenuity. 


The Economic Environment 


Over the last 10 years, the Canadian and 
Ontario economies have been volatile, in large 
degree due to the unsteady nature of U.S. and 
world economies and to unpredictable changes 
in world oil prices. Real growth in Canada’s 
gross national product has been uneven since 
1973, with rather severe cycles of slumps 
followed by recovery. 

Rapid and severe changes in growth pat- 
terns pose problems for electrical utilities whose 
generating stations need lead times of 15 years 
or more from planning stage to completion. The 
difference over 20 years between a slow growth 
and fast growth scenario can have a dramatic 
impact on the demand for electricity, and the 
capacity a utility needs to meet that demand. 

The turnaround in the economy in 1983 
suggests that economic swings are still with us 
and that long-term planning will require a large 
degree of flexibility. The severe recession of 
1981-82, which resulted in a slight decline in 
Ontario’s electricity demand in 1982, was fol- 
lowed by recovery during 1983. 


Economic Growth: Canada 


This recovery was led by increases in con- 
sumer spending as lower interest rates and 
some governmental policies encouraged con- 
sumers to spend some of their accumulated 
savings. As they did so, the improving economy 
further bolstered consumer confidence and 
helped to promote consumer spending gener- 
ally. In response to increased demand for con- 
sumer goods and services, businesses began to 
fill new orders by increasing production and 
rehiring workers. 

Despite this consumer-led recovery, manu- 
facturing industries’ utilization rates are still 
low, around 70 per cent. Most industries can 
easily increase production without adding to 
their existing capacity. Economic forecasts sug- 
gest that businesses won’t have to start adding 
new plant and equipment until 1985. When that 
happens, Ontario industries that produce capi- 
tal goods are expected to raise production to 
meet increasing demand. 

The increased demand for customer goods, 
and particularly industrial expansion, will mean 
heavier demand for electrical power. 
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Electricity Production 


Record energy, peak demand 


The year 1983 marked a real turnaround for 
Ontario Hydro. As the province climbed out of a 
severe recession, which brought an actual drop 
in primary electrical energy demand of 0.8 per 
cent in 1982, records were set in electricity 
demand during 1983. 

A mild winter and a weak economy during 
the first four months of 1983 gave way to a hot 
summer, stronger industrial activity and ex- 
tremes of cold in the last month of the year. 
These circumstances, coupled with weak de- 
mand in the corresponding period in 1982, 
contributed to a year-to-year average growth in 
primary energy demand of about 11 per cent for 
the May to December period. 

Over the whole year, Ontario Hydro satis- 
fied an all-time high of 106.1 billion kilowatt- 
hours in provincial primary energy demand - 
5.2 per cent more than in 1982. 

The year’s primary peak demand of 18.8 
million kilowatts on December 21 was also a 
record, surpassing 1982’s peak, set on January 
18 of that year. 

In 1983, Hydro delivered a total of 118.0 
billion kilowatt-hours of electricity to the bulk 
electricity system, of which 94 per cent was 
generated from its own resources. Purchased 
energy, including Douglas Point’s production of 
1.2 billion kilowatt-hours, provided the balance. 
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Hydro’s CANDU nuclear units supplied 
38.3 billion kilowatt-hours, a 10 per cent in- 
crease over 1982. This represents 32.5 per cent 
of total energy generated and purchased, and 
reflects the additional nuclear production pro- 
vided by unit 5 at Pickering B which came into 
service in May. 

Hydro-electric production also experienced 
a year-to-year increase, up 6.1 per cent to 36.6 
billion kilowatt-hours - or 31 per cent of total 
energy made available. Above-normal water 
flows, which prevailed on some major rivers 
during the first half of the year, were the primary 
reason for this increased output. 

The rate of fossil-fired generation fluctuated 
considerably during the year, from a low in June 
to a record high in December. This reflected 
extreme winter and summer weather condi- 
tions, unavailability of some nuclear units, and 
wide variations in industrial loads. Coal-fired 
units provided virtually all of the 35.8 billion 
kilowatt-hours of fossil generation and ac- 
counted for 30.4 per cent of the electricity sup- 
plied for Ontario Hydro customers during the 
year. 


Exports earn income as purchases 
reduce costs 


The Corporation’s earnings from an unprece- 
dented volume of export business in 1983 bene- 
fitted Ontario consumers. Hydro earned an 
income of $159.8 million from the sale of 11.9 
billion kilowatt-hours of electricity to utilities in 
New York, Michigan, Ohio and Vermont. As in 
previous years, these export sales produced a 
two-fold economic advantage: they not only 
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lowered the cost of electricity within the prov- 
ince, but they also improved Canada’s balance 
of payments with the United States. In 1983, 
Hydro’s income from power exports reduced 
the cost of providing electricity to Ontario con- 
sumers by almost 5 per cent. 

At the same time, excluding Douglas 
Point’s production, Ontario Hydro purchased 
5.8 billion kilowatt-hours of electricity from 
other utilities, primarily from Quebec and 
Manitoba, at a cost of approximately $96 mil- 
lion. Purchasing, rather than generating, this 
power netted savings to Hydro’s customers of 
approximately $20 million. 


A responsibility to prepare 
for the future 


Ontario Hydro is continuing its efforts to match 
resources as closely as possible with the prov- 
ince’s need for electricity. These efforts have led 
Hydro to scale down its generating construction 
program considerably since the mid-1970s 
when the forecasts called for 7 per cent annual 
load growth. Since 1975, more than 12 million 
kilowatts of planned generating capacity has 
been cancelled - the equivalent of three 
Darlington stations. 

Based on the latest long-term forecast of 2.4 
per cent average annual growth, the current 
expansion program will add almost 8.2 million 
kilowatts of capacity, primarily nuclear, by 1992. 
By that time, nuclear energy is expected to 
provide almost two-thirds of the province's 
electricity. 


The first nuclear unit at the Pickering B 
station went into commercial service during 
1983. Two Pickering B units and the single-unit 
lignite-fired Atikokan station are scheduled to 
go into service during 1984. 

Meanwhile, construction continued at the 
site of the four-unit Darlington nuclear generat- 
ing station, which is expected to be placed in 
service between 1988 and 1992. At year’s end, 
almost 3,000 workers were employed on that 
project. 


Hydro reduces dependence 
on fossil fuels 


Lower than expected load growth, environmen- 
tal considerations, and the need to keep overall 
costs of operating the power system as low as 
possible have all prompted Hydro to lessen its 
dependence on its older fossil-fired generating 
stations. As in the previous three years, more 
coal-fired units were either completely taken out 
of service or placed in a condition which per- 
mits restart within weeks if required. 

Accordingly, after providing more than 30 
years of reliable electrical service, the partially 
closed Richard L. Hearn station was taken out of 
service pending a review of its future. Also 
closed during the year were two units at the 
30-year-old J. Clark Keith Generating Station. 

In 1983, coal-fired plants continued to be an 
important source of power for meeting peak 
loads during periods of heavy demand. Actual 
coal burned in 1983 to generate 32.4 per cent of 
Hydro’s electricity production totalled 12.9 mil- 
lion megagrams. 
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Performance 


Economics favour nuclear 


The performance of Hydro’s CANDU reactors in 
1983 demonstrated nuclear power’s economic 
advantages over coal for meeting the province's 
base load generation requirements. 

Ontario Hydro’s total cost of generating one 
kilowatt-hour of electricity from nuclear stations 
averaged 1.87 cents in 1983 compared to 
3.45 cents for electricity from fossil stations. 

Forecasts of unit energy costs continue to 
favour the economics of nuclear over coal. 
These costs include operation, maintenance, 
administration, fuel, depreciation and financing 
charges. In arriving at these costs, Hydro takes 
into account the historical accounting costs of 
operating facilities and the actual energy 
generated by these facilities during the year. 

Providing electricity at a cost of 0.58 cents 
per kilowatt-hour in 1983, the Corporation’s 68 
hydro-electric generating stations remained the 
least expensive of Hydro’s generation. 

Hydro’s nine CANDU reactors completed 
another year of outstanding productivity in 
1983. Four of them ranked in the top 10 ina 
world-wide comparison of more than 160 
operating reactors of similar size. 

On a lifetime basis, Bruce unit 3 holds the 
distinction of first place in this comparison, 
while Bruce unit 4 occupies second position on 
a lifetime basis as well as for 1983. 

Pickering unit 5 experienced a successful 
initial operating period, reporting an average 
capacity factor of 92 per cent during its first eight 
months of service. 


Bruce A achieved outstanding performance 
in 1983 with a station capacity factor of 90.1 per 
cent — that is, the four units were running and 
producing power more than 90 per cent of the 
time throughout 1983. Despite the pressure 
tube problems at units 1 and 2, Pickering A 
achieved a capacity factor of 76.2 per cent. 


Corporate purchases declining 


The downward trend in capital construction 
activity meant that Hydro spent about 29 per 
cent less in 1983 than 1982 on equipment, 
materials, and services. Canadian sources re- 
ceived 85 per cent of the $550 million Hydro 
spent on equipment, materials and services in 
1983, and 90 per cent of Canadian purchases 
were made in Ontario. In addition, Hydro spent 
almost $907 million on primary fuels, 79 per 
cent for fossil fuels and the balance for nuclear. 
Those expenditures represent a reduction of 
more than 13 per cent from 1982 fuel costs. 


$ Billions 
Dis) 


1978] 1979] 1980 


1976-1991 Construction Activity 


1984| 1985 


Transmission 


The year 1983 saw completion of a number of 
transmission line projects, including a new 
double-circuit 345,000-volt interconnection 
with the Power Authority of the State of New 
York. This project improves system security and 
increases power exchange capability with New 
York state. In the northwest part of the province, 
a new 230,000-volt transmission line, stretching 
from Marmion Lake to the MacKenzie trans- 
former station, will tie in Atikokan generating 
station when it comes into service in 1984. 


Responsible planning for the future 


Ontario Hydro is a leader in building public 
participation programs into system expansion 
planning. In 1983, it completed another phase 
in the largest such project ever undertaken by a 
Canadian utility. This lengthy study, underway 
since 1980, involves finding suitable locations 
for transmission lines in southwestern Ontario 
and a transformer station in the London area. 
Public involvement in this phase of the project 
culminated on December 1, 1983 with the sub- 
mission of a Route Stage Environmental Assess- 
ment to the Minister of the Environment for 
government and public review. 


Location of Ontario Hydro Interconnections 


By year’s end, the Joint Board, constituted 
under the Consolidated Hearings Act, had 
scheduled preliminary hearings for February, 
1984, prior to conducting a full public inquiry 
into Hydro’s route stage proposal. 

A similar major transmission study is in 
progress in eastern Ontario. Transmission facil- 
ities are needed to meet the growing demand for 
electricity, particularly in the Ottawa area, and 
to strengthen Hydro’s interconnection with 
Hydro-Quebec. By year’s end, alternative routes 
for two new 500-kilovolt lines between Kingston 
and Ottawa had been identified. 

Hydro is applying to the Joint Board to 
amend the eastern Ontario study by separating 
the interconnection with Hydro-Quebec from 
the facilities required for the supply of Ontario 
Hydro customers. This is being done to avoid 
additional delays in transmission facilities re- 
quired to reliably supply the rapidly growing 
loads in the Ottawa area. 

Public hearings on the supply to the Ottawa 
area are expected to begin early in 1985 follow- 
ing Hydro’s submission of a Route Stage Envi- 
ronmental Assessment. 
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Protecting the Environment 


Improving air and water quality 


With the conversion of a second Nanticoke 
generating unit to low nitrogen oxide (NO,) 
burners, Hydro was able to reduce its NO, 
emissions. Each unit equipped with low-NO, 
burners cuts down its nitrogen oxide emissions 
by 25 per cent. All eight units at this station will 
be retrofitted with these burners in the future. 

Because two nuclear units were out of ser- 
vice for several months and increase in demand 
was higher than expected, Hydro had to depend 
more heavily on its coal plants in 1983 than 
planned. Consequently, it was unable to reduce 
sulphur dioxide emissions as expected. This, 
however, will not affect Hydro’s commitment to 
cut total acid gas emissions to 450,000 tonnes 
by 1986 and, ultimately, to 300,000 tonnes by 
the end of the decade. 

In cooperation with other organizations 
such as the Canadian Electrical Association, 
Ontario Hydro participated during the year in 
acid rain studies and research. The purpose is to 
evaluate the effects of acid rain on the environ- 
ment, and to identify the atmospheric process 
by which sulphur and nitrogen oxides are con- 
verted into acid rain. These research activities 
should help develop economic and effective 
ways to control acid rain across North America. 

In addition to acid rain research, Ontario 
Hydro continued with environmental monitor- 
ing programs. These programs, which generally 
monitor the aquatic, atmospheric, and terres- 
trial environments, are started before the con- 
struction of all major Ontario Hydro projects 
and continue for several years into the opera- 
tion phase. The purpose is to verify previous 
predictions of environmental effects and to 
identify any significant environmental impacts 
which require action. 

Among other environmental activities, the 
Mississagi River Bank Stabilization Project ex- 
emplifies initiatives which Ontario Hydro un- 
dertakes to protect natural resources. Work on 
the river slope stabilization project, downstream 
from the Red Rock Falls generating station, 
progressed during the year and is scheduled to 
conclude in 1985. 

Also in 1983, Hydro reached a milestone in 
its research, design and development efforts for 
securing improved cooling systems at thermal 
stations. The adoption of a flat slotted intake 
design for Darlington will considerably reduce 
the entrapment of fish into the station’s cooling 
system. 


A proud record of safety in the 
nuclear workplace 


The high level of performance that has been 
achieved in employee and public radiological 
safety in the nuclear program continued in 
1983. The average amount of radiation received 
by nuclear station workers in the course of their 
work was less than one sixth of the maximum 
amount permitted under Atomic Energy 
Control Board regulations. 

In 1983, Hydro’s nuclear operating staff 
took considerable pride in working more than 
10 million hours with a very low conventional 
accident rate of less than two lost-time accidents 
per million employee-hours and no incidence of 
whole-body radiation exposure beyond regula- 
tory limits. This has extended Ontario Hydro’s 
nuclear operations record to 21 years without a 
conventional occupational fatality or a radiation 
incident that resulted in any form of acute radia- 
tion injury to employees or the public. At the 
same time, there were no radioactive air or 
water emissions of any consequence to the 
public. 

The Corporation’s diligence in assuring the 
safety of its employees and the public was re- 
flected in the handling of the pressure tube 
failure at Pickering on August 1. The quick and 
competent response of control room operators 
in shutting down the unit 2 reactor meant that 
the automatic shutdown systems did not have to 
be used. There was no release of radiation, no 
injury and no damage to the reactor. The staff's 
response attests to the high calibre of Hydro’s 
nuclear operator training program. 

In 1983, Hydro continued its intensive pro- 
gram of monitoring radiation levels in the area 
around nuclear sites. About 12,000 environ- 
mental measurements confirmed that radio- 
active emissions were typically less than 1 per 
cent of the maximum permitted by the Atomic 
Energy Control Board. 
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Hydro’s Customers 


A new structure to meet new needs 


Ontario Hydro’s corporate strategy for the 1980s 
is to serve better the interests of energy users 
across the province. One way to do this is to 
develop wiser and wider uses for electricity. 

Achieving this goal means strengthening 
customer relationships with municipal utilities, 
and direct industrial and rural customers. 

Hydro created separate Regions and Mar- 
keting Branches in March to focus attention on 
customer needs - both traditional needs for 
reliable and reasonably priced electricity, and 
emerging needs for new and more energy 
efficient applications for electricity. 

Part of the mandate of the Regions Branch 
is to serve Hydro’s rural customers. Major priori- 
ties for the new branch are to be responsive to 
customer needs while implementing productiv- 
ity improvements and delivery of marketing 
programs. 

One of the challenges facing any corpora- 
tion which has made cost cutting an important 
goal is to maintain high standards of service. In 
1983, the Regions Branch was able to reduce - 
without negative impact on service - some of 
the resources which serve rural customers. 
Hydro’s Niagara Region was phased out and its 
responsibilities absorbed by the neighbouring 
Western and Central Regions. This reduces 
expenditures by about $4 million per year. 


Maximizing benefits to customers 


The new Marketing Branch provides reorgani- 
zational support for new customer-oriented 
initiatives and programs. The Branch consists of 
Customer Service, Market Development, New 
Business Ventures, and Marketing Operations 
Divisions. 


Ontario Hydro’s marketing initiatives have 
several objectives. Specifically, they are: 


1) to encourage the efficient use of energy 
across the province; 

2) to encourage the use of electricity where 
it will maximize the benefits to 
customers; 

3) to develop the kind of electrical loads 
which will allow customers to get the 
most economic use out of Ontario’s elec- 
trical utility systems; 

4) to assist provincial and national pro- 
grams in reducing Canada’s dependence 
on oil. 


Assessing customer needs 


Over the years, Ontario Hydro has developed a 
high level of customer confidence not only as a 
reliable supplier of energy, but also as a source 
of energy information. The Residential Energy 
Advisory Program (REAP) has been a significant 
achievement in this direction. Hydro and par- 
ticipating municipal utilities have conducted 
thousands of surveys which have given home- 
owners valuable information on improving the 
energy efficiency of their homes. 

Providing customers with information is 
only one side of the story. With the new Market- 
ing Operations Division, which was formed 
in October, Hydro is placing an increasing 
emphasis on listening to customer needs. 

Much of the initial activity of this division is 
getting to know what customers want. Analysis 
of the major market areas (residential, commer- 
cial, agricultural, and industrial) allows Hydro to 
develop market programs that support the strat- 
egy of wiser and wider use of electricity. A 
number of new customer needs have been iden- 
tified, and marketing initiatives have been put 
into place. 

In the industrial sector, work is underway to 
evaluate the market potential for electricity in 
industry. Case studies were completed during 
the year for customers in the abrasives, mining, 
metal melting, and pulp and paper industries. 
These studies concentrated on key applications 
such as heat treating, metal melting, and steam 
raising. 
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Tapping steam generating capacity at the 
Bruce Nuclear Power Development can offer 
Ontario industries an economic and reliable 
long-term source of industrial steam energy. The 
Bruce Energy Centre Development Corporation 
has been established to develop and market that 
potential. The assets of that Corporation were 
purchased by Ontario Hydro in June and funds 
were approved by the provincial government 
for the building of the steam delivery system to 
the Centre. Engineering of the steam delivery 
lines is in progress and a marketing plan is 
underway. 


Better uses for electricity 


Hydro continued to develop industrial applica- 
tions for electrical energy. Solid state metering 
for in-plant energy measurements is providing 
our industrial customers with the means to 
improve the efficiency of their electricity use. 
Ontario Hydro’s research activities have also 
developed Canadian standards for high- 
efficiency electric motors. 

The philosophy underlying the Corpora- 
tion’s marketing efforts in the industrial sector is 
the recognition that low rates and_high- 
efficiency electrical applications enable 
Ontario’s industries to become more 
competitive. 

In the residential sector, among the options 
available to customers are various dual heating 
systems. One of Hydro’s “talking furnace” ad- 
vertisements told customers how an electric 
plenum heater installed in an oil furnace could 
cut oil consumption and reduce heating bills. 

Ontario Hydro continued to lend support 
and develop work on the super energy-efficient 
home. 

Financial support to customers for conver- 
sions was identified as a need. Loans were made 
available to area and utility customers so they 
could spread their net conversion costs over a 
period of time on their electricity bills. 


In 1983, activities in commercial and agri- 
cultural markets were focused on retrofitting 
buildings such as schools, offices, municipal 
and other government facilities, as well as 
hotels and motels. The Marketing Branch is 
now seeking opportunities for electrical energy 
in farming operations, new buildings, nursing 
homes, and multi-residence high-rise buildings. 


Rates 


The past decade has seen the cost of most forms 
of energy escalate rapidly. However, the average 
wholesale cost of electricity produced by 
Ontario Hydro since 1979 has actually declined 
by 2.2 per cent in real dollar terms. 

In October, Hydro’s Board of Directors ap- 
proved an average rate increase of 7.8 per cent 
for 1984 - 8.0 per cent for the municipal utility 
group, 7.6 per cent for the direct customer 
group, and a net 7.5 per cent for the rural retail 
system. The rural rate increase takes into ac- 
count $45 million in assistance provided by all 
electricity consumers in the province to reduce 
the electric bills of year-round rural residential 
customers. The level of this assistance in 1983 
was $35 million. (In 1981, legislation was 
passed to reduce the difference between bills 
paid by the rural and urban residents to 15 per 
cent, based on a monthly consumption of 1,000 
kilowatt-hours.) 

Excluding local utility costs, Hydro’s 1984 
wholesale rate will mean an increase of less 
than $3.00 on the typical monthly bill of a 
municipal utility residential customer. A typical 
rural customer will pay an increase of $3.42 on 
his monthly bill. 
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There are a number of factors which affect 
the 1984 rate increase. The major one is the cost 
associated with bringing new nuclear generat- 
ing capacity into service. While this puts upward 
pressure on rate increases over the short term, 
in the long term a real decline in electricity rates 
is forecast. Over the life of the station, the low 
fuelling costs of a nuclear station compared to 
coal more than offset the higher capital costs. 

Another contributing factor is the increased 
cost of fuel, labour, and materials used in operat- 
ing our facilities. Hydro is subject to the same 
inflationary trends that exist elsewhere. Conse- 
quently, these costs must be recovered through 
electricity rates. 

Starting in 1984, there may be some peri- 
ods when there is nuclear generating capacity 
surplus to system needs. Since nuclear plants 
have low operating costs, Hydro can make this 
nuclear energy available to Ontario customers 
under certain conditions at attractive rates. 

Consequently, Hydro has introduced new 
rate classes on an experimental basis — intermit- 
tent and monthly blended. Although the rates 
for these new classes are lower than Hydro’s 
firm power rates, they recover more than our 
incremental costs (such as fuel) and also make a 
contribution towards Hydro’s fixed costs. The 
new classes were available beginning on 
April 1, 1984. 
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Monthly Residential Electric Bills* 
1 000 kW.h JANUARY 1984 


New York 176 
Boston 134 
Charlottetown 117 
Detroit 109 
Chicago 108 
Tampa = 
Dallas 88 
Birmingham 83 
Los Angeles 83 
Washington D.C. 76 
Little Rock 76 
Atlanta Ue 
Louisville 66 
St. Louis 65 
Halifax 65 
St. John’s 65 
Tennessee Valley Authority 59 
Fredericton oe 
Ontario — Rural 94 
Portland, Oregon 93 
Calgary 50 
Vancouver 48 
Ontario - Municipal Electric Utility Average 47 
Regina | 4] 
Montreal 39 
Winnipeg 34 


*Expressed in Canadian dollars 


Customer service 


Electricity users in Ontario expect a high degree 
of service and reliability. The completion of 
major generating projects and transmission 
lines in the 1980s will help meet that expecta- 
tion. 

In the meantime, Hydro has continued to 
work with customers to improve the range of 
services satisfying customer needs. 

An important development benefitting ru- 
ral customers is a new tingle voltage filter. After 
two years of research and testing, Hydro’s Cus- 
tomer Service and Research Divisions devel- 
oped a filter which prevents tingle or stray 
voltage — caused by electrical equipment failure 
or improper grounding - from entering a farm- 
er’s livestock buildings. 

Although not a widespread problem, tingle 
voltage may cause loss of milk production or 
reduced growth in livestock on affected farms. 
Hydro’s solution has proven so effective and 
economical that other utilities have expressed 
an interest in developing similar devices. 

The year 1983 also saw initiatives in paral- 
lel generation. Ontario Hydro and the provincial 
government encourage the private generation 
of electricity. Hydro is developing a general 
policy on the purchase of electricity from private 
generating sources. Provided that technical cri- 
teria for a safe interconnection with the provin- 
cial power grid are met, Ontario Hydro 
guarantees that it will buy electricity from pri- 
vate energy producers. 
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Hydro’s People 


As Ontario Hydro’s corporate strategy for the 
1980s is implemented, emphasis within the Cor- 
poration has begun to shift from engineering 
and construction activities to service and mar- 
keting efforts. 

This corporate realignment has resulted in 
a general reduction in the number of employees 
in response to declining workload in many parts 
of the organization. More than two-thirds of 
those employees whose jobs had been phased 
out during the past year and a half found, 
or were seeking, other positions within the 
Corporation by the end of 1983. 

Attention is being focused on preparing the 
people of Hydro to deal with the organization’s 
changing direction. This means matching the 
skills and experience of surplus employees with 
the jobs becoming available through normal 
attrition as well as corporate realignment. 

As construction activities decline over the 
next several years, there will be a corresponding 
reduction in design and construction staff. At 
the same time, the increased emphasis on 
customer service will open up a number of 
opportunities. 

In 1983, a special program that encouraged 
long-service employees to retire early without 
any significant financial disadvantage resulted 
in approximately 1,300 early retirements. This, 
in turn, created openings for surplus staff and 
other employees. 

By the end of the year, Hydro employed 
23,376 regular staff, a decrease of 1,870 from 
1982. 

The issue of surplus staff was also one of the 
primary concerns in the negotiations between 
the Corporation and its professional and super- 
visory staff. These negotiations produced an 
agreement that provides for more flexible place- 
ment of surplus employees. 

Like all provincially regulated organiza- 
tions, Ontario Hydro had to abide by the Infla- 
tion Restraint Act, 1982, which limited pay 
increases to 5 per cent during 1983. 
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Time Lost for Work Related Injuries | 


Hydro’s employees made their own contri- 
bution to restraint. Most staff took vacation time 
or leave without pay over the Christmas holiday 
period, which allowed Hydro to shut down all 
but essential services. 

Hydro continued to lend full support to the 
Ontario Human Rights Code. A human rights 
training program familiarized supervisory staff 
with the code and its application in the work- 
place. In addition, two policies on illegal dis- 
criminatory practices and sexual harassment 
were widely publicized throughout the Corpora- 
tion during the year. 

The Corporation continued to devote atten- 
tion to its Equal Opportunity Program. The 
objective of the program is to ensure that 
women have the same access to training and 
career advancement as men do, resulting in 
increased opportunities in executive, manage- 
ment, professional, technical, and trades jobs. 


Health and safety 


Employee and management achievements in 
occupational health and safety were impressive 
in 1983. 

For the first time in more than 30 years, the 
staff worked an entire year without an on-the- 
job fatality. The time lost for work-related inju- 
ries dropped to 40 per cent of the previous 
five-year average, the lowest rate ever achieved. 

Although within the realm of statistical vari- 
ation, these results followed increased attention 
paid by managers and employees to the control 
of electrical contact and falling accidents — the 
predominant cause of fatal accidents among 
electrical utilities. 

Hydro began a surveillance study of disease 
and mortality rates among all current and for- 
mer employees involved in forestry since 1948. 
The results of this multi-year study should 
provide Hydro and other health officials with 
valuable data on the possible effects of chemical 
sprays that have been used in clearing rights of 
way. The use of herbicides does not, as far as is 
known, present a risk to either employees or the 
public. But Hydro is seeking further confirma- 
tion through this study that the spraying of 
herbicides is as safe as evidence to date 
suggests. 


Financial Review 


Ontario Hydro’s revenues in 1983 totalled $3,805 
million. Primary sales of electricity to customers in 
Ontario amounted to $3,357 million, while secondary 
sales mainly to United States utilities totalled $448 
million in 1983. Primary revenues increased 13.1% or 
$388 million over 1982 due to an 8.4% increase in 
power rates and a 4.7% increase in the volume of sales. 
The average increase in rates for municipal utilities was 
8.2%, while the average rate increases for direct indus- 
trial customers and rural retail customers were 8.5% 
and 8.8%, respectively. The 1983 sales volume to mu- 
nicipal utilities, rural retail and direct industrial custom- 
ers increased 5.2%, 3.1% and 6.8%, respectively, 
mainly due to weather related factors and economic 
recovery in 1983. Secondary revenues increased 7.1% 
or $30 million largely due to a 10.3% increase in sales 
volume, partially offset by lower prices resulting from 
lower world oil prices and a highly competitive export 
market. 


Source of Revenues in 1983 
Total Revenues 
$3,805,131,000 
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Girario Hydro’s total operating costs in 1983 
amounted to $3,333 million compared to $3,039 mil- 
lion in 1982, an increase of 9.7%. Costs increased 


__ largely as a consequence of escalating prices for fossil 


fuels, and increased costs of labour, materials and 
purchased services. 

Energy related costs “Shore! primarily of fuel 
and purchased power increased 6.9% over 1982. Elec- 
tric energy generated by nuclear stations supplied 32 % 
of total energy to the system in 1983. Hydraulic stations 
supplied 31% and higher cost fossil-fueled generation 
provided 30%. Purchases of power from intercon- 
nected utilities provided the remaining 7% of energy 
supplied to the system in 1983. The cost of fuel used for 
electric generation from all sources totalled $1,006 
million in 1983, an increase of $104 million or 11.6% 
over 1982. This increase was primarily due to the 
higher cost of fossil-fueled generation and the increased 
-volume of energy generated in 1983. Purchases of 
power in 1983 amounted to $127 million, a decrease of 
$1 million over 1982. Payments to Atomic Energy of 


FINANCIAL SECTION 


Canada Limited and the Province of Ontario, as re- 
quired under the nuclear payback agreement, totalled 
$37 million in 1983, a decrease of $28 million from 
1982. These payments decreased primarily because of 
the shut-down of Pickering units 1 and 2 as a 
consequence of the pressure tube failure in unit 2 on 
August 1, 1983. 


Bapoucaiion of Revenues in 1983 
Total Revenues 


$3,805, 131,000 
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During 1983, costs associated with the operation, 
maintenance and administration of Ontario Hydro’s in- 
service facilities amounted to $952 million. The 
increase of $98 million or 11.5% over 1982 was mainly 
due to the costs associated with a special retirement 
allowance program and escalation in labour and other 
costs, partially offset by an overall reduction in the level 
of operating and maintenance activities. As part of the 
effort to reduce staff levels, Ontario Hydro initiated, 
during 1983, a special retirement allowance program. 
Under this program, lump sum payments totalling $53 
million were made to approximately 1,300 long service 
employees who elected to take early retirement. 

Depreciation costs charged to operations totalled 
$395 million in 1983, an increase of $48 million or 
13.7% over 1982. This increase resulted primarily from 
additional facilities being placed in service, including 
Pickering Nuclear Generating Station unit 5. In addi- 
tion, commencing in 1983, depreciation costs included 
a provision of $19 million for the future removal of fuel 
channels in the first four units at the Pickering Nuclear 
Generating Station and the first three units at the Bruce 
Nuclear Generating Station. 

Interest and foreign exchange costs charged to 
operations totalled $816 million in 1983, $73 million or 
9.9% higher than 1982. These higher financing costs 
resulted from an $88 million increase in interest costs 
charged to operations, partially offset by a $15 million 
decrease in foreign exchange costs during the year. The 
increase in interest costs primarily resulted from financ- 


ing costs associated with Pickering unit 5 being charged 
to operations in 1983 upon the unit being placed in 
service. The decrease in foreign exchange costs re- 
flected the lower level of the Corporation’s foreign debt 


repayable within one year, partially offset by the higher - 


level of redemptions of foreign debt during 1983. 

Net income for 1983 was $472 million, $123 
million higher than in 1982. As required by the Power 
Corporation Act, $185 million of net income was appro- 
priated for debt retirement purposes in 1983. The re- 
maining $287 million balance of 1983 net income was 
appropriated to the Reserve for the Stabilization of 
Rates and Contingencies. The resulting improvements 
in the interest coverage and debt ratio indicators of 
Ontario Hydro’s financial soundness are: 


Financial Indicators 1983 1982 
Interest Coverage 1.24 120 
Debt Ratio 840 845 


The funds required by Ontario Hydro to finance the 
construction of fixed assets were provided from two 
major sources, operations and long-term debt financ- 
ing. In 1983, funds from operations provided $912 
million of Hydro’s total requirements, while $1,929 
million was provided by long-term debt financing. 
Compared to 1982, these amounts were $131 million 
higher and $286 million lower, respectively. 

Bonds, notes and other long-term debt issued by 
Ontario Hydro during 1983 totalled $2,536 million. 
Canadian bonds and notes of $1,200 million were 
issued during 1983. In addition, United States bonds 
and notes of U.S. $603 million (Cdn. $739 million) and 
Eurodollar bonds of U.S. $450 million (Cdn. $551 mil- 
lion) were issued, and an 80 million Swiss franc bond 
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Long-Term Debt Issued 
$ Millions 
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issue (Cdn. $46 million) was refinanced. The average 
coupon interest rate for long-term debt issued in 1983 
was 10.9% compared to 14.6% in 1982. Maturing long- 
term debt amounted to $426 million in 1983 compared 
to $403 million in 1982. In addition, during 1983, an 
amount of $182 million of debt was redeemed early 
compared to $228 million in 1982. 

Net additions to fixed assets were $2,710 million 
during 1983. Major capital expenditures were $2,437 
million for generation facilities including $325 million 
for heavy water, $192 million for transmission and 


k Net Additions to Fixed Assets 
$ Millions 
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distribution facilities, and $81 million for administra- 
tion and service facilities. Net additions were $173 
million lower than those in 1982, the result of de- 
creased expenditures of $50 million on generation 
facilities, $99 million on transmission and distribution 
facilities, and $24 million on administration and service 
facilities. The expenditures on major generation pro- 
jects under construction during 1983 and 1982 were: 


1983 1982 
$ millions — 
Nuclear Generation 
Bruce “B” De 850 
Pickering “B” 368 467 
Darlington 698 381 
Fossil Generation 
Atikokan 167 178 


During 1983, unit 5 at the Pickering Nuclear 
Generating Station was placed in service at a cost of 
$1,123 million including $159 million for heavy water. 


Summary of Significant Accounting Policies 


The accompanying financial statements have been 
prepared by management in accordance with generally 
accepted accounting principles in Canada which have 
been applied on a basis consistent with that of the 
preceding year. In management’s opinion, the financial 
statements have been properly prepared within reason- 
able limits of materiality and in the light of information 
available up to March 12, 1984. To assist the reader in 
understanding the financial statements, the 
Corporation’s significant accounting policies are sum- 
marized below: 


Rate-setting 

Ontario Hydro has broad powers to generate, supply 
and deliver electric power throughout the Province of 
Ontario. The Corporation operates under the Power 
Corporation Act and is subject to provisions of the 
Ontario Energy Board Act. 

Under the provisions of the Power Corporation Act, 
the price payable by customers for power is the cost of 
supplying the power. Such cost is defined in the Act to 
include the cost of operating and maintaining the sys- 
tem, depreciation, interest, and the amounts appro- 
priated for debt retirement and stabilization of rates and 
contingencies. The debt retirement appropriation is the 
amount required under the Act to accumulate in 40 
years a sum equal to the debt incurred for the cost of the 
fixed assets in service. The appropriation for, or with- 
drawal from, the stabilization of rates and contingencies 
reserve is an amount established to maintain a sound 
financial position and to stabilize the effect of cost 
fluctuations. 

Under the provisions of the Ontario Energy Board 
Act, a public hearing before the Ontario Energy Board is 
required in respect of any changes in electricity rates 
proposed by Ontario Hydro which affect its municipal 
utilities, direct industrial customers, or, if the Minister of 
Energy so directs, rural retail customers. The Ontario 
Energy Board submits its recommendations to the 
Minister of Energy. After considering the recommenda- 
tions of the Ontario Energy Board, the Board of Direc- 
tors of Ontario Hydro under the authority of the Power 
Corporation Act establishes the electricity rates to be 
charged to customers. If the Board of Directors specifies 
a certain cost or gain is to be included in future electric- 
ity rates, that would otherwise be charged or credited to 
operations in the current year, then this cost or gain is 
deferred and amortized to future operations on a basis 
consistent with its inclusion in rates. 


Fixed assets 

Fixed assets are capitalized at cost which is comprised 
of material, labour and engineering costs, as well as 
overheads, depreciation on service equipment and in- 
terest applicable to capital construction activities. In the 
case of generation facilities, cost also includes the net 
cost of commissioning, and for nuclear generation, the 
cost of heavy water. The net cost of commissioning is 


the cost of start-up less the value attributed to energy 
produced by generation facilities during their commis- 
sioning period. The cost of heavy water is comprised of 
the direct cost of production, and applicable overheads, 
as well as interest and depreciation on the heavy water 
production facilities. Leases which transfer the benefits 
and risks of ownership of assets to Ontario Hydro are 
capitalized. 

Interest is capitalized on construction in progress at 
rates (1983 - 14.0% and 1982 - 13.9%) which approxi- 
mate the average cost of long-term funds borrowed in 
the years in which expenditures have been made for 
fixed assets under construction. If the construction 
period of a project is extended and the construction 
activities are continued, interest is capitalized during 
the period of extension provided that the project has a 
reasonable expectation of completion. 

If a project is cancelled, or deferred indefinitely 
with a low probability of construction being resumed in 
the future, all costs, including the costs of cancellation, 
are written off to operations. 

If fixed assets are mothballed for future use, the 
costs of mothballing are charged to operations. 


Depreciation 

The capital costs of fixed assets in service are depre- 
ciated on a straight-line basis. Depreciation rates for the 
various classes of assets are based on their estimated 
service lives, which are subject to periodic review. 
Changes in service life estimates are implemented on a 
remaining service life basis from the year the change 
can be first reflected in electricity rates. Major compo- 
nents of generating stations are depreciated over the 
lesser of the service life expectancy of the component or 
the remaining service life of the associated generating 
station. 

The estimated service lives of assets in the major classes 
are: 


Generating stations 


~ hydraulic — 65 to 100 years 

— fossil - 25 to 35 years 

— nuclear — 40 years 
Heavy water — over the period ending 

in the year 2040 

Transmission and 

distribution — 20 to 55 years 
Administration 

and service — 5 to 60 years 


Heavy water 
production 


facilities -— 11 to 20 years 
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In accordance with group depreciation practices, for 
normal retirements the cost of fixed assets retired is 
charged to accumulated depreciation with no gain or 
loss being reflected in operations. However, gains and 
losses on sales of fixed assets, and losses on premature 
retirements are charged to operations in the year in- 
curred as adjustments to depreciation expense. 

When the net costs of removal on retirement of 
fixed assets can be reasonably estimated and are signifi- 
cant, the amounts are amortized to operations on an 
annuity basis over the remaining service life of the fixed 
assets. Other net removal costs are charged to opera- 
tions as incurred. Net removal costs amortized to opera- 
tions include the estimated costs of decommissioning 
nuclear stations and, commencing in 1983, the esti- 
mated costs of removing certain nuclear reactor fuel 
channels. Estimates of net removal costs, interest rates, 
and the amortization periods are subject to periodic 
review. Changes in estimated costs are implemented on 
a remaining service life basis from the year the changes 
can be first reflected in electricity rates. 

Fixed assets removed from operation and 
mothballed for future use are amortized so that any 
estimated loss in value is charged to operations on a 
straight-line basis over their non-operating period. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate supply of 
fuels for its generating stations, Ontario Hydro has 
entered into long-term fuel supply contracts. Where 
these contracts require Ontario Hydro to make pay- 
ments for pre-production costs to suppliers in advance 
of product delivery, these payments and associated 
costs, including interest, are carried in the accounts as 
unamortized advances for fuel supplies. The advances 
are amortized to fuel inventory as the fuels are 
delivered. 


Fuel for electric generation 

Fuel used for electric generation is comprised of the 
average inventory costs of fuel consumed, charges for 
commissioning energy produced, and provisions for 
disposal of nuclear fuel irradiated during the period. 
The inventory cost of fuel consumed is comprised of 
fuel purchases, transportation and handling costs, and 
the amortization of advances for fuel supplies. Trans- 
portation costs include charges for interest and depreci- 
ation on railway equipment owned by Ontario Hydro. 
The charges for commissioning energy produced dur- 
ing the period represent the incremental operating and 
fuel costs of producing the same quantity of energy at 
generating units displaced because of the commission- 
ing activity. The costs for disposal of nuclear fuel irradi- 
ated in each period are charged to operations based on 
estimated future expenditures and interest accumulat- 
ing to the estimated date of disposal. Estimates of 
expenditures, interest rates, and the date of disposal are 
subject to periodic review. Adjustments resulting from 
changes in estimates are amortized to operations on an 
annuity basis over the period from the year the changes 


can be first reflected in electricity rates to the estimated 
in-service date of the disposal facility. 


Unamortized debt discount 

Debt discounts or premiums arising on the issuance of 
debt are amortized over the period to maturity of the 
debt. In addition, redemption discounts or premiums 
on debt acquired prior to the date of maturity are 
amortized over the period from the acquisition date to 
the original maturity date of the debt. 


Nuclear agreement - 

Pickering units 1 and 2 

Ontario Hydro, Atomic Energy of Canada Limited and 
the Province of Ontario are parties to a joint undertak- 
ing for the construction and operation of units 1 and 2 of 
Pickering Nuclear Generating Station, with ownership 
of these units being vested in Ontario Hydro. Contribu- 
tions to the capital cost by Atomic Energy of Canada 
Limited and the Province of Ontario amounted to $258 
million and these have been deducted in arriving at the 
value of fixed assets in service in respect of Pickering 
units 1 and 2. Ontario Hydro is required to make 
monthly payments until the year 2001 to each of the 
parties in proportion to their capital contributions. 
These payments, termed “payback”, represent in a 
broad sense the net operational advantage of having 
the power generated by Pickering units 1 and 2 as 
compared with coal-fired units similar to Lambton units 
1 and 2. 


Foreign currency translation 

Long-term debt payable in foreign currencies is 
translated to Canadian currency at rates of exchange at 
the time of issue. Current monetary assets and liabili- 
ties, including long-term debt payable within one year, 
are translated to Canadian currency at year-end rates of 
exchange and the resulting gains or losses, together 
with realized exchange gains or losses, are credited or 
charged to operations. 


Pension plan 

The pension plan is a contributory, defined benefit plan 
covering all regular employees of Ontario Hydro. Pen- 
sion costs, as actuarially determined, include current 
service costs and amounts required to amortize any 
surpluses or unfunded liabilities. Commencing January 
1, 1983, if there is a net surplus in the fund, it is 
amortized over five years or if there is a net unfunded 
liability arising from past service obligations it is amor- 
tized over fifteen years. Prior to 1983, surpluses and 
unfunded liabilities were amortized individually over 
fifteen years. 


Research and development 

Research and development costs are charged to 
operations in the year incurred, except for those related 
directly to the design or construction of a specific capital 
facility. 


Statement of Operations 
for the year ended December 31, 1983 


Revenues 

Primary power and energy 
Municipal utilities 
Rural retail customers 
Direct industrial customers 


Secondary power and energy (note 1) 


Costs 

Operation, maintenance and administration 
Fuel used for electric generation 

Power purchased 

Nuclear agreement — payback 

Depreciation (note 2) 


Income before financing charges 


Interest (note 3) 
Foreign exchange (note 4) 


Net income 


Appropriation for: 


Debt retirement as required by 
the Power Corporation Act 


Stabilization of rates and contingencies 


1983 
$’000 


2,265,308 
643,395 
448,007 


3,356,710 
448,421 


3,805,131 


951,818 
1,006,306 
126,420 
37,311 
395,438 


2,917,293 
1,287,838 


760,364 
55,823 


816,187 
471,651 


185,030 
286,621 


471,651 


See accompanying summary of significant accounting policies and notes to financial statements. 


1982 
$’000 


b99¢, (52 
575,784 
395,200 


2,968,786 
418,844 


3,387,630 


853,969 
902,089 
127,910 

65,334 
347,779 


2,296,290 
1,091,340 


672,503 
70,418 


742,921 
348,419 


168,015 
180,404 


348,419 


26 


Statement of Financial Position 
as at December 31, 1983 


Assets 


Fixed assets 
Fixed assets in service (note 5) 
Less accumulated depreciation 


Construction in progress (note 5) 


Current assets 

Cash and short-term investments (note 6) 
Accounts receivable 

Fuel for electric generation (note 7) 
Materials and supplies, at cost 


Other assets 

Unamortized advances for fuel supplies (note 8) 
Unamortized deferred costs (note 9) 
Unamortized debt discount 

Long-term accounts receivable and other assets 


1983 

$7000 
14,655,203 
3,606,410 


11,048,793 
8,898,965 


19,947,758 


357,529 
471,199 
759,360 
191,122 


1,779,210 


894,065 
398,370 
80,123 
94,368 


1,466,926 


23,193,894 


See accompanying summary of significant accounting policies and notes to financial statements. 


1982 
$000 


13,073,735 
3,186,729 


9,887,006 
if 12099 


17,599,605 


452,200 
364,277 
801,842 
199,489 


1,817,808 


158,023 
394,793 
98,893 
90,910 


1,303,419 


20,720,832 


Liabilities 


Long-term debt 
Bonds and notes payable (note 10) 
Other long-term debt (note 11) 


Less payable within one year 


Current liabilities 

Accounts payable and accrued charges 
Short-term notes payable 

Accrued interest 

Long-term debt payable within one year 


Other liabilities 
Long-term accounts payable and accrued charges 


Accrued irradiated fuel disposal and 
fixed asset removal costs (note 12) 


Contingencies (notes 5 and 13) 


Equity 
Equities accumulated through debt 
retirement appropriations 


Reserve for stabilization of rates 
and contingencies 


Contributions from the Province of Ontario as 
assistance for rural construction 


On behalf of the Board 


Chairman 


Toronto, Canada, 
March 12, 1984. 


1983 

$000 
18,017,388 
222,920 


18,240,308 
263,105 


17,977,203 


525,324 

26,270 
579,290 
263,105 


1,393,989 
166,086 


147,648 
313,734 


2,156,280 
1,225,993 


126,695 
3,508,968 
23,193,894 


Vice-Chairman 


1982 
$’000 


16,089,328 
241,159 


16,330,487 
448 537 


15,881,950 


962,223 
112,949 
921,094 
448,537 


1,644,803 
80,753 


75,644 
156,397 


1,971,458 
939,029 


126,695 
3,037,682 
20,720,832 
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Statement of Equities Accumulated through 
Debt Retirement Appropriations 
for the year ended December 31, 1983 


Power District 


(Rural Retail and 
Municipal Direct Industrial 
Utilities Customers) 
$000 $000 
Balances at beginning of year 1,381,575 589,885 
Debt retirement appropriation 126,369 58,661 
Transfers and refunds on 
annexations by municipal utilities 1,853 (2,061) 
Balances at end of year 1,509,795 646,485 
Statement of Reserve for Stabilization 
of Rates and Contingencies 
for the year ended December 31, 1983 
Held for 
the benefit Held for the benefit of 
of all (or recoverable from) 
customers certain groups of customers 
Rural Direct 
Municipal Retail Industrial 
Utilities Customers Customers 
$7000 $000 $000 $000 
Balances at beginning of year 948,127 1,144 (9,565) (177) 
Appropriation 288,843 136 (1,494) (864) 


Transfers and recoveries 
on annexations by 
municipal utilities (78) _ St _ 


Payment to Ontario 
Municipal Electric 
Association (note 14) — (136) — ew 


Balances at end of year 1,236,892 1,144 (11,002) (1,041) 


See accompanying summary of significant accounting policies and notes to financial statements. 


Totals 
1983 1982 
$’000 $000 


1,971,458 1,803,662 
185,030 168,015 


(208) (219) 
2,156,280 1,971,458 


Totals 


1983 1982 
$7000 $000 
939,529 759,296 


286,621 180,404 


(21) (44) 


(136) (127) 
1,225,993 939,529 


Statement of Changes in Financial Position 


for the year ended December 31, 1983 


Source of funds 
Operations 
Net income 
Charges not requiring funds in the current year: 
Depreciation 


Provision for irradiated fuel disposal costs 
Other 


Financing 
Long-term debt 
Bonds and notes payable and other long-term debt issued 
Less retirements 


Short-term notes payable — (decrease) increase 
Cash and short-term investments — decrease (increase) 


Accounts payable and accrued interest — increase 


___ Long-term accounts payable and accrued charges — increase 


Fuel, materials and supplies — decrease (increase) 


Application of funds 

Net additions to fixed assets (note 15) 

Unamortized advances for fuel supplies — increase 
Accounts receivable and other assets — increase (decrease) 


1983 
$000 


471,651 


395,438 
40,450 
4,716 


912,255 


2,936,490 
607,872 


1,928,618 


(86,679) 


94,671 
1,936,610 


21,297 
85,333 
53,222 


3,008,717 


2,709,542 
135,242 
163,933 


3,008,717 


_See accompanying summary of significant accounting policies and notes to financial statements. 


1982 
$'000 


348,419 


347,779 
96,708 
20,220 


781,131 


2,845,624 
631,490 
2,214,134 
15,749 
(43,759) 
2,186,124 
207,386 
14,267 
(160,203) 


3,028,705 


2,833,039 
161,999 
(16,333) 


3,028,705 
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Notes to Financial Statements 


1. Secondary power and energy 


Secondary power and energy is comprised mainly of revenues of $447 million in 1983 (1982 - $418 million) from 


sales of electricity to United States utilities. 


2. Depreciation 


Depreciation of fixed assets in service 
Amortization of deferred costs 
Amortization of net removal costs 
Other net removal costs 


Less. 
Depreciation charged to - heavy water production 

— construction in progress 

~ fuel for electric generation 
Gain on sales of fixed assets 


1983 
$000 
477,979 
16,723 
31,000 
8,634 


534,336 


110,892 
25,446 
2,373 
187 


138,898 
395,438 


1982 
$000 
452,189 
15,508 


14,000 
7,008 


489,205 


108,754 
23,100 
2,001 
6,592 


141,426 
347,779 


Depreciation of fixed assets in service includes $26 million (1982 - $15 million) for the amortization of non- 


operating generating units which have been mothballed. (See note 5.) 


3. Interest 


Interest on bonds, notes, and other debt 


Interest on accrued irradiated fuel disposal 
and fixed asset removal costs 


Less: 

Interest charged to — construction in progress 
— heavy water production 
— unamortized advances for fuel supplies 
~ fuel for electric generation 

Interest earned on investments 


4. Foreign exchange 


Exchange loss on redemption and translation of 
foreign long-term debt 


Net exchange loss on other foreign transactions 


1983 
$’000 


1,999,763 


12,245 


2,012,008 


966,345 
123,869 
68,799 
34,796 
57,835 


1,251,644 


760,364 


1983 
$’000 
54,204 
1,619 
55,823 


1982 
$000 
1,702,607 


4,936 
1,707,543 


758,622 
127,042 
90,192 
28,116 
67,468 


1,035,040 
672,503 


1982 
$’000 
66,317 
4,101 
70,418 


5. Fixed assets 1983 
$000 
Assets in Accumulated Construction 
Service Depreciation __in Progress 
Generating stations - hydraulic 1,776,229 482,715 41,885 
— fossil 2,833,986 894,816 546,357 
— nuclear 3,021,025 437,289 6,695,329 
Heavy water 752,534 96,576 1,302,056 
Transmission and distribution 4,153,281 1,000,971 251,300 
Administration and service 757,821 306,895 58,662 
Heavy water production facilities 1,360,327 387,148 3,376 
14,655,203 3,606,410 8,898,965 
1982 
$000 
Assets in Accumulated Construction 
Service Depreciation in Progress 
Generating stations - hydraulic 1,755,915 452,953 26,404 
— fossil 2,(91,302 804,473 392,697 
— nuclear 1,950,220 366,665 5,878,047 
Heavy water 994,007 85,984 1,028,890 
Transmission and distribution 3,900,429 952,118 291,825 
Administration and service 667,011 268,271 65,384 
Heavy water production facilities 1,355,855 210,265 25,002 
15,073,155 3,186,729 1,112,599 


On August 1, 1983, the unit 2 reactor at the Pickering Nuclear Generating Station was shut down when heavy 
water began leaking from the heat transport system. The leak was traced to a cracked pressure tube. As part of an 
investigation, the Pickering unit 1 reactor, the “sister” of unit 2, was shut down on November 14, 1983, for 
inspection and metallurgical testing of a sample of its reactor pressure tubes. On March 12, 1984, Ontario Hydro’s 
Board of Directors decided to replace the pressure tubes in units 1 and 2 prior to restarting these units. Retubing of 
the two units is expected to be completed by 1987. Electricity demand for both primary and secondary customers 
will be met by Ontario Hydro’s other sources of generation. 


An initial assessment of the financial implications arising from the pressure tube failure and the retubing has been 
completed. Preliminary indications of the impact on the capital construction program and operations are that for 
the period 1984 to 1992, capital costs, excluding interest capitalized, are expected to increase approximately $200 
million (1984 dollars) and revenue requirements are expected to increase approximately $280 million (1984 
dollars) over amounts previously forecast for this period. 


Eight units (1982 - five units) at the R. L. Hearn Generating Station, four units (1982 - four units) at the Lennox 
Generating Station and two units at the J. C. Keith Generating Station are mothballed. The capital cost and 
accumulated depreciation of these non-operating fossil-fueled units, amounting to $701 million and $276 million, 
respectively (1982 - $562 million and $162 million, respectively), are included in fixed assets in service. At this 
time it is uncertain if, or when, these units will resume operation. 


The remaining two units at the J. C. Keith Generating Station, one unit at the Thunder Bay Generating Station, and 
Bruce Heavy Water Plant “A” are expected to be mothballed in 1984. The capital costs and accumulated 
depreciation of these facilities, amounting to $305 million and $248 million, respectively, are included in fixed 
assets in service. 


(Note 5 continued) 
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5. Fixed assets (continued) 
Construction in progress at December 31, 1983 is comprised of: 


Remaining Dependable Costs 
Number of Planned — Capacity to Incurred to 
Units In-Service be Placed December 31, 
Scheduled Dates in Service 1983 
MW $ millions 
Nuclear generating stations 
(including heavy water) 
Pickering “B” 3 1984-85 1,548 2,234 
Bruce “B” 4 1985-87 3,124 4050 
Darlington 4 1988-92 3,024 1,477 


Fossil generating station 
Atikokan ] 1984 206 531 
All other construction 


in progress _ i — 600 
8,899 


Estimated 
Costs to 
Complete 
(Excluding 
Escalation 
and Interest) 


$ millions 


140 
830 
4,360 


60 


The above estimates are the most recent forecasts. These estimates exclude cost escalation and interest which are 
forecast to average 7.8% and 12.8% per year, respectively, over the period 1984 to 1992. Because of the 
uncertainties associated with long construction lead times and planned in-service dates, these costs to complete 


are subject to change. 


6. Cash and short-term investments 1983 
$000 
Cash and interest bearing deposits with banks 
and trust companies 329,297 
Corporate notes 5,000 | 
Government and government-guaranteed securities 23,232 
357,529 


1982 
$000 
431,459 


5,218 
15,463 


452,200 


Corporate notes were recorded at cost which approximates market value. Government and government- 
guaranteed securities were recorded at the lower of cost or market value; market value as at December 31, 1983 


was $23 million (1982 - $17 million). 


7. Fuel for electric generation 1983 1982 
$000 $000 

Inventories — coal 462,296 590,268 
— uranium 293,992 200,177 

- oil 3,072 11,397 

759,360 801,842 

8. Unamortized advances for fuel supplies 1983 1982 
$’000 $000 

Coal SS : 94,499 113,010 
Uranium 799,566 645,813 
894,065 758,823 


Based on present commitments, additional advance payments for fuel supplies will total approximately $57 
____ million over the next five years, including approximately $12 million in 1984. 


9. Unamortized deferred costs 1983 1982 
$000 $’000 

Bruce Heavy Water Plant “D” 352,470 353,393 

_ Wesleyville Generating Station 45,900 41,400 
398,370 394,793 


_ Bruce Heavy Water Plant “D” 

Bruce Heavy Water Plant “D” is an indefinitely deferred project with a low probability of construction being 
__ resumed in the future. The Board of Directors has specified that the capital cost of this project be amortized at an 
annual rate of 4% in 1983, and the unamortized cost as at January 1, 1984 be amortized for recovery through rates 
at an annual rate of 10% over the period 1984 to 1993. 


Wesleyville Generating Station 

The value of the remaining assets of the Wesleyville Generating Station project has been reduced by $46 million. 
The Board of Directors has specified that this cost be amortized for recovery through rates at an annual rate of 10% 
over the period 1984 to 1993. 
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10. Bonds and notes payable 


Bonds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by the currency 
in which they are payable in the following table: 


1983 1982 
Weighted Weighted 
Principal Average Principal Average 
Years of Outstanding Coupon Outstanding Coupon 
Maturity $’000 Rate $000 Rate 
Canadian Foreign Total Total 
1983 _ - — 428,647 
1984 99,278 143,641 242,919 210,974 
1985 485,100 291/22 776,822 855,095 
1986 150,000 146,989 296,989 145,982 
1987 (a ieee 199,911 917,868 920,698 
1988 849,262 250 02) 1,135,189 a 
1- 5years 2301597 — 1,068,190 3,369,787 11.2% 2,561,396 10.82 
6 - 10 years 550940 3,189,775 3,740,715 12.6 2,809,698 129 
11 - 15 years 989,113 399,300 1,388,466 8.2 1,043,321 8.1 
16 — 20 years 2,915,622 568,673 3,084,295 11.9 3102444 11s 
21 - 25 years 1,581,405 1,933,108 3,514,513 of 2,119,615 9D 
26 — 30 years 1,286,240  1,632,3/2 2,919,612 12.3 3,856,856 115 
9.224.917 8,792,471 18,017,388 113 16,089,323. 110 
Currency in which payable: 
Canadian dollars 9,224,917 8,314,524 
United States dollars 8,669,928 1,653,112 
West German Deutsche marks 50,993 64,368 
Swiss francs 71,550 56,724. 
18,017,388 : 16,089,328 


Bonds and notes payable in United States dollars include $5,792 million (1982 - $5,108 million) of Ontario Hydro 
bonds held by the Province of Ontario and having terms identical with Province of Ontario issues sold in the 
United States on behalf of Ontario Hydro. All bonds and notes payable are either held, or guaranteed as to principal 
and interest, by the Province of Ontario. 


Bonds and notes payable in foreign currencies are translated into Canadian currency at rates of exchange at time of 
issue. If translated at year-end rates of exchange, the total amount of these liabilities would have to be increased by 
$925 million at December 31, 1983 (1982 - $848 million). 


11. Other long-term debt 1983 1982 


$’000 $’000 
The balance due to Atomic Energy of Canada Limited for the purchase of Bruce 
Heavy Water Plant “A”. Under the purchase agreement, Ontario Hydro pays 
equal monthly instalments of blended principal and interest to December 28, 
1992, with interest at the rate of 7.795%. 163,666 175,835 


Capitalized lease obligation for the head office building at 700 University 

Avenue, Toronto. The lease obligation is for the 30-year period ending 

September 30, 2005, payable in United States dollars at an effective interest 

rate of 8%. 40,666 41,310 


Capitalized lease obligations for transport and service equipment. Under these 
agreements, monthly instalments of principal and interest will be paid to 1988, 
at effective interest rates ranging from 6.8% to 12%. 18,588 24,014 


222,920 241,159 


Payments required on the above debt, excluding interest, will total $100 million over the next five years. The 
amount payable within one year is $20 million (1982 - $20 million). 


12. Accrued irradiated fuel disposal and fixed 


asset removal costs 1983 1982 
$’000 $7000 

Accrued irradiated fuel disposal costs 110,229 60,669 
Accrued fixed asset removal costs 37,419 14,975 
147,648 75,644 


Irradiated fuel disposal costs 

Studies have been carried out to estimate the costs to be incurred for the disposal of irradiated nuclear fuel. The 

significant asssumptions used in estimating the future irradiated fuel disposal costs were: 

* an in-service date of the year 2000 for irradiated nuclear fuel disposal facilities: 

* a transportation distance of 1,600 kilometres from nuclear generating facilities to disposal facilities; and 

* interest and escalation rates through to the disposal date averaging 13.1% and 9.2% (1982 - 9.2% and 7.3%), 
respectively. 

Because of the uncertainties associated with the technology of disposal and the above factors, these costs are 

subject to change. 


Fixed asset removal costs 

Studies have been carried out to estimate the costs of decommissioning nuclear generating stations after the end of 

their service lives, and also the costs of removing certain fuel channels expected to be replaced during their service 

lives. The significant assumptions used in estimating decommissioning costs were: 

* decommissioning on the deferred dismantlement basis (dismantlement following storage with surveillance for a 
30 year period after shutdown of the reactors); 

* a transportation distance of 1,600 kilometres from nuclear generating facilities to disposal facilities; and 

* interest and escalation rates through to the completion of decommissioning averaging 11.0% and 8.5% 
(1982 - 8.0% and 6.6%), respectively. 


The significant assumptions used in estimating the fuel channel removal costs were: 

® removal of fuel channels in Pickering NGS “A” units 1 to 4 and Bruce NGS “A” units 1 to 3 in the 1994 to 2006 
period; and 

* interest and escalation rates through to 2006 averaging 13.2% and 8.3%, respectively. 

Because of the uncertainties associated with the technology of decommissioning and fuel channel removal, and 

the above factors, these costs are subject to change. As a consequence of the Pickering unit 2 pressure tube failure, 

the timing and costs of removal of fuel channels in Pickering units 1 and 2 are being revised (see note 5). The 

impact of these changes will not be included in costs until the changes can be reflected in rates in 1985. 
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13. Fuel used for electric generation 


Ontario Hydro contracted with Petrosar Limited for the purchase of 20,000 barrels of residual fuel oil per day » 


through to April 1992. Deliveries for the years 1981 and 1982 were 6% and 2%, respectively, of the contract 
quantities. No deliveries were taken during 1983. Amounts have been charged to the costs of operations in prior 
years to provide for settlement with respect to reduced deliveries up to and including 1982. Ontario Hydro advised 
Petrosar Limited on May 24, 1983 that the contract is at an end due to Petrosar’s prior undertaking to the 
Government of Canada to limit its production of residual fuel oil to an amount less than the contracted quantities. 
Petrosar has commenced actions claiming damages of $45.5 million and $59.9 million for failure to take the 
contract quantities in 1981 and 1982, respectively. Ontario Hydro has counterclaimed for $39.4 million paid to 


Petrosar Limited in 1980, 1981 and 1982 and an accounting for the difference between market and contract prices © 


for residual fuel oil supplied since the date of such undertaking. The result of these actions and counterclaims and 
the rights of Petrosar Limited under the contract are not determinable. 


14. Payment to Ontario Municipal Electric Association 
The amount of this payment is equivalent to interest on the balance held for the benefit of Municipal Utilities in the 
Reserve for Stabilization of Rates and Contingencies. 


15. Net additions to fixed assets 

Net additions to fixed assets are capital construction expenditures less the proceeds on sales of fixed assets. The 
proceeds on sales of fixed assets in 1983 and 1982 were insignificant. For 1984, net additions to fixed assets are 
estimated to be approximately $2,700 million. 


16. Pension plan 
The most recent actuarial valuation of Ontario Hydro’s pension plan as at December 31, 1982 reported a surplus of 
approximately $16 million (December 31, 1981 - $28 million). . 


The significant actuarial assumptions used in the 1982 valuation (1981 valuation) were: 


e rate used to discount future investment income 8.5% (1981 - 8.5%) and future benefits 8% (1981 - 8%); 
e salary escalation rate 8% (1981 - 8%); 

° average retirement age for males 61.2 (1981 - 61.4) and for females 60.7 (1981 - 61.3); and 

e common stocks valuation 5 year average (1981 - 5 year average). 


Additional unfunded liabilities of approximately $54 million for plan improvements, partially offset by the 
experience surplus for 1982 of approximately $42 million, decreased the pension plan surplus by $12 million. 


The pension plan costs for 1983 were $73 million (1982 - $70 million). 


17. Research and development 
In 1983, approximately $58 million of research and development costs were charged to operations and $4 million 
were capitalized (1982 - $61 million and $5 million, respectively). 
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Auditors’ Report 


To the Minister of Energy and to the 
Board of Directors of Ontario Hydro: 


We have examined the statement of financial position of Ontario Hydro as at December 31, 1983 and the 
statements of operations, equities accumulated through debt retirement appropriations, reserve for stabilization 
of rates and contingencies and changes in financial position for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of Ontario Hydro as at 
December 31, 1983 and the results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Toronto, Canada, CLARKSON GORDON 
March 12, 1984. Chartered Accountants 


Five Year Summary of Financial Statistics 
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Revenues 

Primary power and energy 
Municipal utilities 
Rural retail customers 
Direct industrial customers 


Secondary power and energy 


Costs 

Operation, maintenance and 
administration 

Fuel used for electric generation 

Depreciation 

Other 


Income before financing charges 
and extraordinary item 


Financing charges 
Gross interest 
Capitalized interest 
Investment income 


Foreign exchange 


Income before extraordinary item 
Extraordinary item 


Net income 


Financial position 
Total assets 

Fixed assets 
Long-term debt 
Equity 


Major sources of funds 
Operations 
Bonds and notes payable and other 
long-term debt - net increase 
Major application of funds 
Net additions to fixed assets 
Unamortized advances for 
fuel supplies — net increase 


Financial indicators 

Interest coverage” 

Debt ratio 

Return on average rate base (%)” 


1983 


2,265,308 
643,395 
448,007 


3,356,710 
448,421 


3,805,131 


951,818 
1,006,306 
395,438 
163,731 


2,517,293 


1,287,838 


2,012,008 


(1,193,809) 
(57,835) 


760,364 
55,823 


816,187 
471,651 


471,651 


23,193,894 
19,947,758 
17,977,203 


3,508,968 


912,255 
1,928,618 
2,709,542 


135,242 


1.24 
840 
12.0 


1982 


(in thousands of dollars) 


1,997, (92 
979,184 
390,200 


2,968,786 
418,844 


3,367,630 


853,069 
902,089 
347,779 
192,853 


2,290,290 


1,091,340 


1,707,543 
(967,572) 
(67,468) 


672,503 
70,418 


742,921 
348,419 


348,419 


(in thousands of dollars) 


20,720,832 
17,599,605 
15,881,950 

3,037,682 


(in thousands of dollars) 


701131 


2,214,134 


2,883,039 


161 909 


120 
845 
11.4 


1981 


1,800,129 
945,760 
391,038 


2,100,920 
424,581 


3,161,508 


764,712 
765,429 
324,596 
190,720 


2,045,457 


1,116,051 


1 369,935 


(627,758) 
(84,685) 


657,490 
91,743 


(09,233 
406,818 


406,818 


17,829,621 
15,447,525 
13,662,582 


2,689,653 


751,019 


1,716,204 


2,144,210 


182,719 


1.30 
84] 
Ih3 


1980 


1,603,072 
513,616 
341,785 


2,458,473 
360,742 


2,019,219 


639,912 
674,085 
305,967 
148,528 


1,768,152 


1,051,063 


1,165,921 
(401,254) 
(109,268) 


699,399 
19 250 


674,637 


376,426 
160,000 


216,426 


15,593,347 
13,630,177 
12,005,058 


2,284,211 


692,001 


862,249 


1,469,550 


146,722 


£32 
846 
10.8 


1979 


1,441,557 
474,795 
305,210 


2,221,062 
346,558 


2,968,120 


601,422 
608,615 
284,610 
151,651 


1,646,298 


921,822 


1,029,568 
(341,073) 
(105,163) 


D00;306 
70,875 


654,207 
267,615 


267,615 


14,513,729 
12,628,842 
11,134,185 

2,069,538 


982,424 
1,098,025 
1,574,716 


126,680 


1.26 
848 
10.1 


1983 1982 1981 1980 1979 
(in cents per kilowatt-hour of total energy sales) 


Average revenue") 
Primary power and energy 


Municipal utilities 3.210 2.981 2110 2.470 2.216 
Rural retail customers 5.027 4.475 4.269 3.970 3.649 
Direct industrial customers 2.740 2.614 2.290 2.080 1937 
Secondary power and energy 3.768 3.000 3.838 3.363 2.012 
All classifications combined 3.409 3.203 2.945 2.685 2.475 


(expressed as a %) 
Average rate increases 


Municipal utilities 8.2 9.6 o3 8.6 9.8 
Rural retail customers 8.8 8.7 112 6.2 7.0 
Direct industrial customers 8.5 10.0 9.6 71 10.1 


(in cents per kilowatt-hour of energy generated) 
Average cost)” 


Hydraulic 
Operation, maintenance 
and administration .159 jie 149 .109 098 
Fuel - water rentals 077 073 .066 058 052 
Depreciation and 
financing charges .348 360 ool 324 26 
584 .606 .066 A491 476 
Nuclear 
Operation, maintenance 
and administration 491. 487 All 349 332 
Fuel — uranium Rhys 384 aoe eo 194 
Depreciation and 
financing charges 1.026 883 807 765 .926 
1.874 1.754 1.450 ios 1.452 
Fossil 
Operation, maintenance 
and administration .368 402 314 342 oat 
Fuel - coal, gas and oil 2.417 2.320 2.097 1.856 1.708 
Depreciation and 
financing charges .669 .683 611 645 dns 
3.454 3.413 3.082 2.843 2.190 
Footnotes 


(1) Figures for 1983 are preliminary. 

(2) Average cost per kilowatt-hour represents the costs attributable to generation but excludes the costs related to transmission, 
distribution and corporate administrative activities. These figures reflect the historical accounting costs of operating 
facilities and the actual energy generated by these facilities during the year. 

(3) Interest coverage represents income before extraordinary item plus interest on bonds, notes, and other debt divided by 
interest on bonds, notes, and other debt. 

(4) Debt ratio represents debt (bonds and notes payable, short-term notes payable, other long-term debt, and accrued 
irradiated fuel disposal and fixed asset removal costs) divided by debt plus equity. 

(5) Return on average rate base represents income before extraordinary item plus gross interest divided by average rate base 
(total assets less long-term and current accounts payable and accrued charges, accrued interest, and contributions from the 
Province of Ontario as assistance for rural construction). 
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Comparative Statistics 


Customer statistics” 
Primary energy sales 
Municipal utilities 
Rural retail 
Direct industrial 


Secondary energy sales 


Total Ontario customers: 
Residential 

Farm 

Commercial and industrial 


Average annual use: 
Residential 

Farm 

Commercial and industrial 


Average revenue: 
Residential 

Farm 

Commercial and industrial 


Operating statistics 


Dependable peak capacity (’000 kW)” 


December primary peak 
demand (000 kW) 


Primary energy made 


available (’000,000 kWeh) 


Total Staff, average for year 


Footnotes 


(1) Figures for 1983 are preliminary. 


1981 1980 1979 


(in millions of kilowatt-hours) 


70,579 67,019 66,416 64,899 63,349 
12,798 12,867 12,783 127936 13,011 
| 16,330, 15,119 17,077 16,432 Nefes 7) 


10,753 “11,063 10,727 itee: 


(in thousands) 


2,597 2,559 2,528 2,493 2,449 
108 110 110 12 113 
343 8 eee 


(in kilowatt-hours per customer) 


10,200 9,976 9,852 9,821 9,839 
21,389 21,135 20,731 19,978 19,225 
200,200) 7 194,376 2041515 


(in cents per kilowatt-hour) 


4.67 4.34 3.96 3.60 3.22 
4.87 4.50 4.11 3.74 3.42 
Be eee 2 bb ee 


25,269 24,906 24,995 24,457 24,429 
18,792 16,872 16,600 16,808 16,365 


106,071 100,836 101,659 100,174 98,127 


31,233 32,647 30.800 ee 


(2) Includes mothballed generation: 1983 - 3,783,200 kW, 1982 - 3,034,200 kW; 1981 - 1,913,000 kW; 1980 - 1,704,000 kW; 


and 1979 - 550,000 kW. 
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A. J. Bowker 

J. W. Erickson 

M. Nastich 


*Retired March 31, 1983 
** Appointed Chairman April 1, 1983 
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Report of the 
Board of Directors of 
Ontario Hydro for the Year 1984 


To: 
The Honourable George L. Ashe, 
Minister of Energy 


We, the Board of Directors, submit to you this 
report of the financial position and relevant 
Ontario Hydro activities for the year 1984. We 
would like to thank you and the staff of the 
Ministry of Energy for the cooperation and 
understanding extended during the year. 


On behalf of the Board 


ee Cagphie 


Tom Campbell, Chairman 
April, 1985 


Financial Highlights 


1984 1983 

millions of dollars 

Revenues 4,212 3,805 
Net income 575 472 
Total assets 27,301 23,194 


Investment in fixed assets 2,624 2,746 


The Corporation 


Ontario Hydro is a corporation without share 
capital created by a special statute of the Prov- 
ince of Ontario in 1906. It now operates under 
the authority of the Power Corporation Act, 
R.S.O. 1980, Chapter 384, as amended, with 
broad powers to generate, supply and deliver 
electric power throughout the province. It is 
also authorized to produce and sell steam and 
hot water as primary products. The Corpora- 
tion’s prime objective is to supply the people 
of Ontario with electricity at the lowest feasi- 


ble cost consistent with high safety and 


quality of service standards. 


Ontario Hydro’s main activity is wholesal- 
ing electric power to municipal utilities in 
urban areas, who in turn retail it to customers 
in their service areas. Ontario Hydro also 
serves directly more than 100 large industrial 
customers and 779,746 rural retail customers 
in areas or communities not served 
by municipal utilities. In 1984, approximately 
3,108,000 customers were served by Ontario 
Hydro and the municipal utilities in the 
province. 


Ontario Hydro operates 80 hydraulic, fossil 
and nuclear generating stations and an exten- 
sive power grid across Ontario to meet 
the province’s demands for electric energy. 
Interconnections with other systems place the 
Corporation in an extensive electrical grid 
that covers a large segment of the North Amer- 
ican continent. 


In addition, Ontario Hydro exercises certain 
regulatory functions over municipal utilities 
and also exercises the approval and inspection 
functions for electrical equipment (in con- 
junction with the Canadian Standards Associ- 
ation) and electrical wiring installations 
throughout the province. 


Ontario Hydro is a financially self-sus- 
taining corporation. The Province of Ontario 
guarantees bonds and notes issued to the pub- 
lic by the Corporation. 


Ontario Hydro’s head office is located at 
700 University Avenue, Toronto, Ontario. For 
administrative and operational purposes, six 
regional and 51 area offices are maintained 
throughout the province. 


The business and affairs of Ontario Hydro 
are directed and controlled by a board of direc- 
tors consisting of a chairman, a president, a 
vice-chairman, and not more than 10 other 
directors. All of the members of the board are 
appointed by the Lieutenant Governor in 
Council of the province except the president 
who is a full-time employee of the Corpora- 
tion appointed by the Board. 


To assist the Board in directing the Corpora- 
tion’s affairs, there are five Committees of the 
Board - Finance, Audit, Management Re- 
sources, Social Responsibility, and Technical 
Advisory. These committees review and make 
recommendations to the Board on matters 
within their terms of reference. 


Message from 
Tom Campbell, Chairman 


Today, Ontario enjoys one of the most cost- 
effective electrical systems in the world. As 
the producer of most of the Province’s elec- 
tricity, Ontario Hydro recognizes that its 
major responsibility lies in keeping electricity 
rates competitive. 


Hydro’s corporate goal of no real increase in 
the price of electricity for the decade of the 
1980s guarantees electricity’s place in the pro- 
vincial economy as a competitive, reliable, 
efficient energy source. 


Behind Hydro’s founding mandate of 
‘power at cost” was a recognition that devel- 
opment of a domestic energy source was 
fundamental to the province’s future. Then, 
as now, Ontario could not afford to rely on 
foreign fuel markets. 


If prudence and foresight demanded energy 
mdependence, independence, “in ‘turn, 
demanded financial commitment: secure 
investment of capital in return for a long-term 
supply of low-cost power. 


That sound management strategy led to the 
construction in 1917 of one of Hydro’s great- 
est success stories - Niagara Falls’ Sir Adam 
Beck I generating station. That same strategy 
is at work today in the building of the Pick- 
ering, Bruce, and Darlington nuclear stations. 


These new facilities, when complete, will 
save the Ontario economy $1 billion per year. 
That’s how much more it would cost if we 
were to generate the power they will produce 
with coal-fired plants instead. 


Providing Ontario with energy self- 
sufficiency is no mean achievement. Ontario 
is a highly industrialized province, with a cold 
climate and virtually no indigenous sources of 
oil, natural gas, or coal. If Ontario is to con- 
tinue to grow, to remain industrially competi- 
tive, and to provide jobs for our peopie, Hydro 
must ensure an ample and reliable supply of 
power for the future. 


To that end, we are currently reviewing all 
demand and supply options - traditional 
sources such as nuclear and coal-fired sta- 
tions, as well as small hydraulic plants, co- 
generation, conservation, purchased power, 
and a wide variety of alternative technologies. 


Meeting the challenges of the future in- 
volves making the best possible use of our 
resources. That includes putting to use the 


skills and dedication of Hydro employees - 
who are responsible for Hydro’s reputation for 


technological excellence, leadership, and 


high-quality customer service. 


At this time, I would like to extend a special 
thanks to Hydro President Milan Nastich, 
who served as Chairman for a great part of 
1984. Under his guidance the Corporation 
successfully passed through a time of consid- 
erable challenge. In his current position Milan 
Nastich remains of great personal help to me. 


I would also like to extend thanks to the 
Board of Directors, in particular William 
Stewart and Arthur Bowker, who retired from 
the Board in the spring of 1985. Their wise 
counsel, and that of all Board members, is 
much appreciated. 


Hydro is also fortunate to have the support 
and cooperation of the municipal electrical 
utilities. Since the beginning of the Hydro 
system, the municipal utilities have been a 
key factor in ensuring that our service remains 
in the best interest of customers. The utilities 
have been ably represented by their two asso- 
ciations, the Ontario Municipal Electric Asso- 
ciation and the Association of Municipal 
Electrical Utilities. 


The Economic Environment 


As the provincial utility serving Canada’s 
most heavily industrialized province, Ontario 
Hydro has had to respond to the major turn- 
around in economic activity that took place 
over the past two years. 


Ontario continued its strong recovery from 
the deep recession of 1981-82, and over the 
past two years recorded the second highest 
economic growth (next to Nova Scotia) among 
Canadian provinces. The major contributor to 
Ontario’s recovery was a strong automotive 
sector. Capital-goods-producing 
such as machinery production also posted a 
significant recovery during the year and are 
expected to benefit from the steady improve- 
ment in capital spending now forecast. 
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The province continued to play a leading 
role in Canada’s international trade. Ontario's 
exports to the United States in 1984 increased 
significantly from 1983 to over $50 billion. 
The automotive sector was largely responsible 
for this increase, but considerable gains were 
also recorded in capital goods and other mar- 
kets. The United States continues to be 
Ontario’s largest export market, and Ontario 
continues to be Canada’s leading supplier of 
goods and services to the U.S., accounting for 
more than half of Canada’s total exports to 
that country. 


Accompanying the increase in economic 
activity was a decrease in inflation. As it did 
nationally, inflation in Ontario dropped in 
1984. Ontario’s inflation rate of 4.8 per cent 
was the lowest it has been in more than a 


industries ° 


decade. While this was a welcome develop- 
ment for Ontario consumers, some of this 
decline must be attributed to high unemploy- 
ment, which has caused a slowdown in the 
rate of wage increases. By the end of the year, a 
decline in the growth of demand for consumer 
goods was evident. 


In general, the Canadian economy has made 
a significant recovery, expanding by almost 
4 per cent beyond its pre-recession peak of 
1981. Much of this growth is recovery from 
previous lows. But utilities must recognize 
that the economy still has room to grow. 


Manufacturing plant utilization rates are 
still well below capacity (except in the pulp 
and paper and automotive sectors), and con- 
tinuing high levels of unemployment across 
Canada indicate underutilization of the work 
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force. The demand for electricity has picked 
up rapidly over the past two years and, with 
the potential for further economic growth, 
economic indicators point to a continued in- 
crease in the demand for electrical energy. 


Message from 
Milan Nastich, President 


The quality of life in the Province of Ontario 
depends to a significant extent on a supply of 
electric energy which is both reliable and 
economic. 


During 1984, the staff of Ontario Hydro 
worked hard to assure the people of Ontario of 
just such a supply - first, by continuing to 
build the new facilities needed to ensure that 
electricity remains economic and reliable, and 
second, by increasing our emphasis on the 
qualities of responsiveness, flexibility, and ef- 
ficiency needed to satisfy our customers. 


Hydro has gone through a significant transi- 
tion in recent years. The economic pressures 
of the last decade - OPEC, declining energy 
demand, high interest and inflation rates - 
could only be overcome by changing the way 
we do business. 


To help us change our way of doing busi- 
ness, a new corporate strategy was imple- 
mented in 1982 and a new Mission Statement 
published in 1984. With these guides, Hydro 
has been able to reposition itself in the energy 
market and work toward achieving the needed 
responsiveness, flexibility and reasonable 
pricing of electricity. 


Both the Province and Ontario Hydro went 
through difficult times in 1982, and decisive 
actions taken during that year laid the ground- 
work for better times in 1983 and 1984. 


For the future, we have shown the skill and 
resilience needed to continue the successes of 
1984. As in the past, we remain committed to 
assuring the people of Ontario of reliable and 
economic electricity. 


I'd like to add a word of thanks to the 23,000 
people across the Province who work at 
Hydro. The Corporation’s success is wholly 
due to their contribution and dedication. They 
offer service Ontario can count on. 


Ontario Hydro was established as The Hydro- 
Electric Power Commission of Ontario in 
1906. Its creation by the provincial govern- 
ment was a direct response to widespread 
public demands for a reliable electricity sup- 
ply to be made available at cost wherever and 
whenever needed. 


The action by the legislature followed a 
decade of campaigning by an alliance of a 
dozen Ontario cities and towns, supported by 
boards of trade, manufacturers’ associations, 


and the votes of local ratepayers. They de-. 


manded solutions to two problems that lim- 
ited the province's ability to grow and prosper 
- an increasingly serious drain on the econ- 
omy caused by the need to import millions of 
tons of Pennsylvania coal to generate electric- 
ity; and the high pricing policies and 
fragmented, inadequate services of the private 
power companies of the day. 


The fires of enthusiasm for a cooperative 
public power system and municipal control of 
distribution had been lighted in places like 
Toronto, Berlin (Kitchener), Preston, Hespe- 
ler, Galt, and Guelph. The flames were fanned 
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across the province by Adam Beck, a cigar box 
manufacturer and former mayor of London, 
who became Hydro’s first chairman. 


Two technological breakthroughs of the late 
19th century - development of water power 
generators and high-voltage long-distance 
transmission lines — had brought within reach 
the dream of unlocking the energy of Niagara 
Falls and other waterways. Moving water, one 
of Ontario’s most abundant and readily availa- 
ble natural resources, could provide power for 
all at a fraction of the cost of imported coal - 
but not without capital borrowing on a scale 
that required the financial strength of the 
province as a whole. 


From these beginnings evolved a unique 
system - a centralized utility responsible for 
electrical generation and transmission, bal- 
anced by a decentralized delivery network of 
independently elected or appointed municipal 
hydro-electric commissions. 


Beginning with 14 municipal partners, 
Ontario Hydro built its first transmission 
lines from Niagara Falls, delivering power 


Hydro extended and consolidated the benefits of inexpensive hydro-electric power during the first two 
decades of the century. The demand by consumers for electrically powered appliances and labour-saving 
devices helped establish new manufacturing and service industries across the province. 


from private generating stations to Kitchener 
and London by 1910, and to Toronto by 1911. 
Today, though Ontario Hydro has 316 munici- 
pal partners, the form of the partnership re- 
mains the same. The municipal utilities still 
buy bulk power from Hydro at cost and retail 
it to approximately two and a half million 
customers through their distribution assets of 
$2.5 billion. 


The original objectives of Ontario Hydro - 
energy self-sufficiency and the competitive 
advantages of reliable energy supplied at cost - 
have also remained constant. This mandate 
has been a major advantage in the industrial 
and economic development of Ontario. It re- 
quired the relatively rapid evolution of today’s 
Ontario Hydro: a corporation supplying reli- 
able, low-cost electrical energy from three fuel 
sources — falling water, coal, and uranium. 


“You say our work is done,” said Adam 
Beck on completion of the first transmission 
lines from Niagara Falls in 1911. ‘I say that it 
has only begun. We must deliver power to 
such an extent that the poorest working man 
will have light in his home.” 


Two years later, when Hydro’s first generat- 
ing plant was placed in service on the Severn 
River, Beck explained the developing rural 
policy of Ontario Hydro in a few words: ‘‘We 
want the loneliness of the farm removed and 
its burdens shaken off.” 


By 1917, the demand of war industries for 
increasing amounts of electricity had resulted 
in province-wide power shortages. Again, 
Ontario found it necessary to turn to coal 
imports to close the gap. 


The situation precipitated a change of last- 
ing significance in Hydro’s original mandate. 
The utility was empowered to issue its own 
bonds under provincial guarantee. This 
amendment gave Hydro access to the borrow- 
ing power of the province as a whole. It pro- 
vided the means as well as the authority to 
direct and develop one of the world’s largest 
and most successful public utilities. At the 
Same time, the provincial government ap- 
proved Hydro’s proposal to build the largest 
hydro-electric generating station in the world. 


The Sir Adam Beck I generating station, 
downstream from Niagara Falls at Queenston 
Heights, was a landmark achievement in 
financial planning as well as engineering. 


Construction costs were very high for the 
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period - more than $80 million - but the 
benefits have continued to the present day. 
Last year, the station produced power at well 
under one cent a kilowatt-hour. 


The project was almost completely debt- 
financed, establishing a principle that remains 
fundamental to Hydro policy today. It is the 
principle that debt incurred for a major 
generating station should be repaid largely by 
the beneficiaries of the power it produces, that 
is, out of future revenues from sales of electri- 
cal energy. 


The Beck station was the forerunner of such 
megaprojects as the St. Lawrence Seaway and 
Power Development of the 1950s and today’s 
nuclear generating program - which involved 
financial backing by the province. 


The Sir Adam Beck I generating station 
demonstrated conclusively that power can be 
produced and delivered at very low long-term 
unit costs through debt-financed, capital- 
intensive projects beyond the borrowing 
power of individual regional utilities. 


Such an approach has worked in the prov- 
ince’s best economic interests. The amount of 
time an Ontario resident must work to pay for 
his or her electricity has been falling steadily 
for 60 years. The rise in electricity prices in 
Ontario has been significantly slower than the 
rise in prices of almost all other goods and 
services. Today, Hydro’s debt represents about 
40 per cent of the province’s total indebted- 
ness. This is about the same as it was in the 
1920s, and somewhat lower than in the 1950s 
and 1960s. 


The development of Ontario’s water re- 
sources continued until the demand for power 
outstripped the number of available sites. 
With completion of the St. Lawrence power 
project in the 1950s, most of the economic 
hydro-electric sites had been developed. 
Hydro had begun to build coal-fired generating 
stations. History was repeating itself. The 
province was once more being forced to rely 
on coal imports over which it could exercise 
little or no control. 


This reliance continued to grow until devel- 
opment of the CANDU reactor in the 1960s 


Power from Sir Adam Beck I hydro-electric station 
began flowing into the system from the Niagara 
River on December 29, 1921. During construction, 
the world’s largest hydraulic generating station was 
criticized as unnecessary and uneconomic. Today, 
it produces power at six-tenths of a cent per kilo- 
watt hour. 


demonstrated that electricity could again 
be produced from a virtually inexhaustible 
Ontario resource: uranium. 


Ontario decided to develop nuclear energy 
for essentially the same reasons that prompted 
creation of Ontario Hydro in the first place: 
economics and self-sufficiency. Again, the 
choice was capital-intensive generating sta- 
tions, financed largely through debt, with re- 
payment assigned to future customers and 
spread over the life of the stations. This strat- 
egy assures Ontario electricity users of a con- 
tinuing supply of low-cost energy. 


The belt-and-pulley technology may have been primitive by today’s standards, but electricity helped 
release the farm worker from the drudgery of repetitive hand labour and long hours. 
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Energy Production 


As has been the case throughout the century, 
the province’s increased economic activity 
stimulated an increased demand for electrical 
energy by Ontario industries, businesses, and 
residents. 


Ontario Hydro responded by supplying 
122.9 billion kilowatt-hours of electricity in 
1984 to meet provincial and export demands. 
Total primary energy demand was 112.3 bil- 
lion kilowatt-hours, an increase of 5.9 per 
cent over 1983, despite an extremely mild 
December, one that was four degrees Celsius 
warmer on average than the previous year’s. 
Most of the growth in demand was due to 
increased industrial activity. The year’s peak 
demand of 18.9 million kilowatts occurred on 
January 12, surpassing the previous year’s 
peak of 18.8 million kilowatts. 


Ontario Hydro has the most diversified 
generating system of any utility in Canada. 
Over the years, the Corporation has planned 
its system by developing the kind of generat- 
ing stations that give the best combination of 
economic performance, use of provincial 
energy sources, and flexibility. 


Today, Hydro relies almost equally on 
hydro-electric, nuclear, and _fossil-fuelled 
sources. The relative contribution of nuclear 
energy will increase in future years as new 
stations (mostly nuclear) come into service. 


This change in generation mix will be 
gradual, but it is already reflected in 1984 
production figures. In 1984, nuclear generat- 
ing stations produced 40.4 billion kilowatt- 
hours. This represents 32.8 per cent of the 
total energy supplied in the year (compared 
with 32.5 per cent in 1983). 


The additional output of two new nuclear 
units contributed to this increase, more than 
offsetting the loss of production caused by 
Pickering units 1 and 2 being out of service all 
year for retubing. The new units were Pick- 
ering unit 6, declared in service in February, 
and Bruce unit 6, which went into service in 
mid-September. 


In May, Atomic Energy of Canada Limited 
(AECL) removed from service its Douglas 
Point nuclear station. This plant had served as 
the prototype for Hydro’s larger Pickering and 
Bruce stations. Since 1967, Hydro had oper- 
ated Douglas Point and purchased the power it 
produced, but separate reviews by AECL and 
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Ontario Hydro concluded that it was no longer 
economic to operate the station. 


The impressive performance of Ontario 
Hydro’s CANDU-design nuclear stations con- 
tinued to justify the heavy investment made 
in them. Due to their very low fuelling costs 
and high degree of reliability, these nuclear 
plants produced reliable electrical energy at an 
average cost of 2.2 cents per kilowatt-hour 
during the past year. 


The Bruce A generating station had an 
exceptional year, with all four 750-megawatt 
reactors operating at over 90 per cent of their 
potential capacity. Bruce A achieved a capac- 
ity factor of 93.8 per cent, a record unmatched 
by any other multi-unit station in the world. 
The four operating units at the Pickering A 
and B stations also had a good performance 
record for the year, finishing at between 78 
and 87 per cent of their potential. 


On a lifetime basis, five of Hydro’s CANDU 
units rank in the top ten in world-wide per- 
formance comparisons. In 1984, even with 
two units at Pickering being out of operation, 
Hydro’s CANDU plants finished with an 
impressive capacity factor of 76 per cent. This 
is considerably higher than other types of 
nuclear plant design. 


From early in the century, the Corporation’s 
hydraulic generating stations have been the 
basis for the province’s low-cost electricity. 
Over the last decade, nuclear power has been 
taking on more of that role. Both nuclear and 
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hydro-electric continue to be of immense eco- 
nomic importance to Ontario because of their 
ability to produce power continuously with 
high reliability at very low operating costs. 


The province’s major hydro-electric sites 
have already been developed, but hydraulic 
generation continues to supply almost one- 
third (30.3 per cent) of Hydro’s production - 
37.3 billion kilowatt-hours in 1984. The aver- 
age cost of hydraulic power in 1984 was 
0.7 cents per kilowatt-hour, a figure that 
reflects very low operating costs and low 
depreciation on older plants. 


The third type of generation that Ontario 
Hydro relies on is fossil-fuelled plants. The 
coal-fired generating stations in Hydro’s sys- 
tem are more expensive to operate than hy- 
draulic or nuclear plants. In 1984, they 
produced electricity at an average cost of 
3.4 cents per kilowatt-hour. 


In spite of their higher operating costs, 
fossil-fuelled stations make a valuable contri- 
bution during periods of the day or of the year 
when demand for power is high. Unlike 
nuclear and larger hydraulic stations, which 
are designed to run continuously, coal-fired 
stations can be quickly started up and shut 
down. They thus give flexibility to adjust to 
fluctuations in demand due to weather 
changes or other unusual load conditions. 


Fossil-fired generation was down in its pro- 
portion of total energy produced. These sta- 
tions contributed 37.0 billion kilowatt-hours 
of electricity in 1984. Although this was an 
increase over the 35.8 billion produced in 
1983, it represented 30.2 per cent of total 
production compared with 30.4 per cent the 
previous year. 


Each type of generation makes its own type 
of contribution to meeting the province’s en- 
ergy needs. But not all units in the system 
continue to be equally valuable. Keeping the 
system efficient and responsive means recog- 
nizing not only the economics of each station, 
but also environmental impact, the use of 
indigenous resources, and overall system 
needs. Thus over the last couple of years some 
of the older and less efficient coal-fired units 
have been retired from service. 


Following completion at the beginning of 
the year of a power export contract with Gen- 
eral Public Utilities, the remaining two units 
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Computers and a high-speed electronic information network make it possible today to balance power 
generation and transmission throughout the system from a single location - the Richview Control Centre. 
Computers and electronics have greatly reduced the need for round-the-clock monitoring by operators at 


individual stations (inset). 


of the older J. Clark Keith station were sched- 
uled to be taken out of service. This was de- 
layed until March to ensure that the needs of 
Ontario customers were met during the win- 
ter period of high demand. 


Another one of Hydro’s coal-fired units, 
Thunder Bay unit 1, was taken out of service 
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during the year. Similar plans for two addi- 
tional units at the Lakeview generating sta- 
tion near Toronto were deferred. All eight 
Lakeview units were kept in service following 
the decision to retube two units at Pickering. 
This retubing will require units 1 and 2 to 
remain out of service until 1986 and 1987 
respectively. 


Hydro’s Contribution to 
the Ontario Economy 


Through the years, the growth of Ontario 
Hydro has paralleled that of the province. Not 
only has Hydro supplied the low-cost energy 
needed by industries to compete and expand, 
it has also provided each year many thousands 
of construction jobs for Ontario tradesmen 
and millions of dollars worth of business to 
Ontario contractors and manufacturers. 


Hydro’s direct construction spending over 
the past three and a half decades has contrib- 
uted an annual average of $1.3 billion (in 1984 
dollars) to the provincial economy. This repre- 
sents 1.2 per cent of the average annual gross 
provincial product. 


In 1984, Ontario Hydro took delivery of 
about $910 million worth of goods and ser- 
vices, and awarded another $816 million in 
new contracts. Roughly 85 per cent of these 
new orders were placed with Canadian com- 
panies. The majority of these companies are 
located in Ontario. 


Even these figures barely suggest the huge 
and beneficial economic impact on communi- 
ties located near Hydro’s construction sites. 
In Atikokan, for instance, construction of the 
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new coal-fired plant has created over 2,500 
man-years of employment. The spin-off bene- 
fits from Hydro and worker spending have 
undoubtedly helped the town of Atikokan re- 
cover and plan for the future after its largest 
employer, an iron mine, shut down in the 
mid-1970s. 


Construction 


At the end of 1984, Ontario Hydro had nine 
nuclear units and one coal-fired station under 
construction. The nuclear units include two 
at the Pickering and four at the Darlington 
generating stations, all relatively close to 
Toronto on the shore of Lake Ontario, and 
three units at Bruce on the shore of Lake 
Huron. The coal-fired station under construc- 
tion is at Atikokan in the northwest part of the 
province. 


These new units were all planned during the 
1970s. Along with units already in operation, 
they will enable the province to meet the 
electrical energy needs of a growing economy 
into the late 1990s. 


Bruce unit 5 was granted a licence to operate 
at full power in mid-December, only five 
weeks after it first produced power, and is 
scheduled to begin full service in April 1985. 
Pickering unit 7 began producing in Novem- 
ber, and began full service on January 1, 1985. 


Pickering unit 6 began service in February 
1984, and Bruce 6 in September. Both units 
have performed extremely well since their in- 
service dates, which indicates a high level of 
quality in commissioning procedures. 


These in-service dates were achieved de- 
spite a five-month strike by the International 
Brotherhood of Electrical Workers. The strike, 
which was settled in September, had little 
effect on the units under construction at Pick- 
ering and Bruce, which remain either on or 
ahead of schedule. 


The new Darlington units were affected, 
however. There was a late start on the me- 
chanical and electrical programs, and a delay 
in the calandria installation on unit 2. These 
delays are not expected to affect previously 
established in-service dates. 


The station most affected by the electri- 
cians’ strike was the new Atikokan coal-fired 
plant. This 200-megawatt station is now 
scheduled to go into service in July instead of 
January 1985. 
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Ontario Hydro pioneered work on the quality control and scientific mixing of concrete for hydro-electric 
dams, such as the Cameron Falls plant on the Nipigon River in 1921 (inset). This long tradition of 
excellence in building materials continues at the Darlington nuclear generating station. Hydro used slip 
forms and continuous concrete pouring to erect the outer shell of the vacuum building. 
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Pickering Retubing 


Beyond a doubt, one of the highlights of 1984 
has been the progress made on the retubing of 
Pickering units 1 and 2. 


In the summer of 1983, a pressure tube 
ruptured in unit 2 at Pickering, and it was 
clear that this tube would have to be replaced. 
The replacement of small numbers of tubes 
had been carried out before, and would not 
have posed an unusual technical challenge. 


However, testing of the failed tube in unit 2 
at Pickering showed deterioration in the metal 
(Zircaloy-2) of which it was made. This sug- 
gested that some of the other tubes made of 
the same material might also fail. Instead of 


replacing the tube and returning the reactor to 
service, Hydro decided to carry out a large- 
scale pressure tube replacement for units 1 
and 2 at Pickering, the two oldest commercial 
nuclear units in Hydro’s system, and the only 
two that use tubes made of Zircaloy-2. 


When pressure tubes are replaced in a reac- 
tor that has been in operation, one of the first 
problems is to reduce the level of radioactiv- 
ity. Working in conjunction with Atomic En- 
ergy of Canada Limited, Hydro staff developed 
a decontamination process that reduced radia- 
tion at the reactor face by 85 per cent. This 
process is so successful that it is being mar- 


This tube extraction machine is one of the new tools and techniques developed for retubing work at the 
Pickering nuclear generating station. Rehabilitation work is more complex in the nuclear era, but the 
tradition of extending the service life of generating stations goes back to the rigorous inspection procedures 
and rehabilitation work at hydro-electric stations in the 1920s (inset). 


keted under licence by an Ontario firm to 
other utilities in North America and abroad. 


Before work was begun on replacing tubes, 
Hydro staff were trained on a full-scale mock- 
up reactor. By completely familiarizing staff 
with the procedures to be used, this training 
reduced the amount of time workers would 
have to spend on the real reactor. 


Investigation of the tube failure revealed 
that special springs holding the tubes apart 
had moved, and would have to be realigned. 
To do this, an electromagnetic means of repo- 
sitioning the springs in new units coming on 
stream was developed and proved to be a suc- 
cess. Development continues on a method 
for repositioning springs in units already in 
operation. 


The retubing of Pickering units 1 and 2 has 
progressed smoothly and ahead of schedule. It 
has also contributed to the understanding of 
the effects of radiation on metals, and to the 
technical ability to decontaminate materials 
and reduce radiation in reactor repair and 
modification work. The complete success of 
the project to date has been due to the creativ- 
ity, persistence, and sound project manage- 
ment of Hydro’s staff. 


Protecting the Environment 


The creation of Ontario Hydro and the evolu- 
tion of its electricity system over the years 
were based on the principles of improved 
energy independence for the province, and 
stable and reasonable electricity rates. Those 
factors have contributed substantially to the 
economic development of Ontario. 


But Ontario Hydro recognizes that eco- 
nomic development must be consistent with 
protection of the natural and social environ- 
ment of the province. 


One environmental problem is acid rain. 
Ontario Hydro realizes that because it is part 
of the problem, it must be part of the solution. 
The burning of coal emits sulphur dioxide and 
nitrogen oxide gases into the air. These ‘‘acid 
gases’’ contribute to the formation of acid 
tain. While Ontario Hydro’s contribution to 
the acid rain falling on sensitive regions of 
Ontario is small, Hydro recognizes that it 
must take steps to lower emissions. 
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*The forecast line shows the decreasing maximum allowable limits for Hydro’s acid 
gas emissions. Actual emissions must be lower than the line, and in some years 
may be considerably lower. 


In 1981, Hydro announced that it would 
reduce emissions of acid gas to 450,000 tonnes 
beginning in 1986, and to 300,000 tonnes in 
1990. This represented reductions of close to 
50 per cent from anticipated levels. 


In 1984, the Corporation went further in its 
reduction program, and set itself targets of 
500,000 tonnes in 1985, and 375,000 tonnes in 
1988 and 1989. 


Ontario Hydro also announced a pilot pro- 
ject to test a new “scrubber” technology that 
will reduce acid gas emissions. The $2.4 mil- 
lion test project calls for the installation of a 
dry limestone injection system on one of the 
300-megawatt units at the Lakeview coal- 
fired station in Mississauga. This technology 
involves injecting dry pulverized limestone 
directly into the boiler of the unit. 


The new scrubber has the potential to re- 
duce sulphur dioxide emissions by 40 to 50 per 
cent, and nitrogen oxide emissions by 20 to 30 
per cent. Should the project prove successful, 
the technology could be fitted to larger units 
as necessary. 


In the meantime, Hydro will continue to 
employ a number of methods to enable it to 
meet its emission targets: Hydro will use 
washed and low-sulphur coal, modify addi- 
tional burners on coal-fired units to produce 
less nitrogen oxide (two units have already 


been converted at the Nanticoke station), pur- 
chase hydro-electric power from neighbouring 
utilities, and rely on the output of the growing 
number of nuclear units. 


Hydro’s environmental efforts are not 
restricted to improving air quality. The past 
year saw the testing of a new process to re- 
move low levels of PCBs (polychlorinated 
biphenyls, an environmental pollutant) from 
transformer insulating oil. This process, 
developed jointly by Ontario Hydro and B.C. 
Hydro, safely turns low-level PCBs into 
common salt and other harmless by-products. 
Pending government approval, plans call for a 
specially designed mobile decontamination 
unit to treat the PCB-contaminated oil that is 
now stored at Hydro sites across the province. 


To maintain low radioactivity in the work 
place, Ontario Hydro is building a tritium 
extraction facility at the Darlington nuclear 
station. This facility will remove tritium, a 
low-level radioactive waste product of the 
CANDU reactor fission process. 


PCBs (polychlorinated biphenyls) in transformer 
insulating oil are converted to common salt and 
other harmless by-products by a mobile decontami- 
nation unit. The unit was developed and field 
tested as a pilot project during 1984. 


Health and Safety 


A primary concern in the area of health and 
safety has been to reduce on-the-job fatalities. 
For the first time, the corporate fatality rate 
dipped below six fatalities per hundred 
million hours worked (based on a ten-year 
average). Although there was one fatality in 
1984 (which demonstrates the need for con- 
tinued attention), Hydro staff should be proud 
of their overall efforts to significantly reduce 
the rate over the long term. 


Also noteworthy is the reduction in days 
lost due to disabling injuries. In the Regions 
Branch, this was at an all-time low - remark- 
ably, only one-seventh of the average for the 
previous five years. 


Equally impressive was the record achieved 
by the Nuclear Generation Division. It has 
completed one hundred million hours worked 
(from 1955 to 1984) without a single on-the- 
job fatal accident. 


Hydro workers have been the subject of a 
14-year epidemiological study of mortality: 
rates. Preliminary results of this study, being 
carried out by an independent medical con- 
sultant, became available in 1984. They indi- 
cate no elevated cause of death for current or 
retired nuclear or fossil station workers. 
In fact, there were significantly fewer 
deaths among the Ontario Hydro groups stud- 
ied than among comparable members of the 
general population. 


Hydro Staff 


Over the past three years, Ontario Hydro has 
been in transition, adjusting to the slowdown 
in the province’s economic growth. That tran- 
sition has been both a very difficult and a very 
successful one. 


The major corporate objective has been a 
reliable supply of electricity at reasonable 
cost. But developments early in the decade 
made that difficult. The economic slowdown, 
along with the more efficient use of energy, 
meant much slower growth in electricity 
demand. At the same time new Stations, 
which had been planned a decade earlier dur- 
ing times of rapid growth, were being brought 
into service, and the charges for these plants 
had to be absorbed into the rate base. 


The challenges Hydro faced were twofold: 
first, to reduce and redeploy staff in response 
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Hydro’s trainers are helping to keep Hydro staff 
ready to meet changing energy needs through a 
variety of carefully designed training courses. 


to reduced needs for the design and construc- 
tion of new stations, and second, to reduce 
and control operation, maintenance, and ad- 
ministration costs. 


The Corporation’s success in meeting these 
challenges was in no small measure due to the 
attitude and actions of Hydro’s staff, who rec- 
ognized the need for electricity to remain 
price competitive in energy markets, and for 
tight budgetary control in order to keep rate 
increases down. 


Now that economic recovery is under way, 
it is clear that the contributions staff made 
during the period of restraint have paid off 
handsomely. Their continuing efforts will en- 
sure that Hydro is well positioned, and elec- 
tricity well priced, to meet the growing energy 
demands of an expanding economy. 


End-of-year statistics already show that re- 
duced inflation, higher nuclear output, and 
cuts in operation, maintenance and adminis- 
tration costs are pointing the way to smaller 
electricity price increases. 


During 1984, the trend toward reduced staff 
levels continued. Despite new generating 
units being added to the system, there was a 
reduction in regular staff from 23,373 
to 22,991. 


Of the employees whose jobs were phased 
Out during the year, 86 per cent were rede- 
ployed elsewhere in the Corporation. Hydro 
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has made it a priority to offer retraining and 
other assistance to employees who change 
jobs, and this has improved the ability of 
staff to make the transition into different re- 
sponsibilities and positions. 


Ontario Hydro also recognizes the special 
need to ensure fair and equitable opportunities 
for women in the Corporation. That is why 
an affirmative action program was instituted 
during the year, with the backing of Hydro’s 
Executive Office. 


The goals of the program are to encourage 
the promotion of more women into Hydro 
management, and to increase the number 
of women in traditionally male-dominated 
areas. The long-term objective is to increase 
the number of women in Ontario Hydro to 
better reflect the distribution of women in the 
provincial work force. 


The Hydro lineman of today carries 
more tools and follows more rigor- 
ous safety standards than his coun- 
terpart in the 1930s, but he’s still 
extending service or trouble shoot- 
ing, day or night in all weathers. 


Transmission 


With completion of the generating stations 
currently under construction, Ontario Hydro 
will have in place plants to produce enough 
economic electrical power to meet the prov- 
ince’s needs to the end of the century. How- 
ever, progress has been slower on projects to 
build sufficient transmission lines to move 
that power to where it is needed throughout 
the province. 


In southwestern Ontario, additional envi- 
ronmental studies were initiated following a 
decision by a Divisional Court that the notice 
of public hearings, as determined by the 
government-appointed Joint Board, was inad- 
equate. This decision overturned the approval 
of previous transmission studies in the region. 


The court decision delayed the project, but 
new studies are making headway, and Hydro 
is preparing to apply again for government 
approval of specific transmission routes. The 
new lines will carry additional power out of 
the Bruce nuclear station and into a wide area 
of southwestern Ontario. 


In the eastern portion of the province, the 
need for new lines is growing more critical 
as the Ottawa area grows. The year ended 
with the Joint Board beginning its hearing into 
Hydro’s plans to construct new bulk power 


transmission lines into the Ottawa area. How- 
ever, another Divisional Court decision early 
in 1985 indicated that Ontario Hydro had not 
adequately defined its undertaking in the Plan 
Stage of the route selection process, and this 
has delayed the progress of the hearings. 


Growing power demand in northern On- 
tario’s Algoma area has prompted Hydro to 
proceed with plans for a major new transmis- 
sion line into that area. The line has already 
been granted government approval, and will 
run from the Sudbury area to near Thessalon, 
connecting Ontario’s east and west transmis- 
sion systems. Construction is scheduled to 
begin in 1985, with the 210-kilometre line to 
come into service by December 1987. 


Much of the work in transmission over the 
next few years will involve the upgrading of 
existing facilities and the completion of 
smaller transmission projects. Although of 
smaller scale than major transmission routes, 
these projects are no less necessary for assur- 
ing residents and businesses of the reliable 
power they have come to expect of their elec- 
trical utilities. One project under way is the 
long-sought-after upgrading of the Toronto 
Cecil transformer station in downtown 
Toronto, for which much of the design work 
was completed in 1984. 


Helicopters have replaced teams of horses (inset) in Hydro’s transmission line-stringing operations. Over 
the past 30 years, the building of transmission lines has become much less labour-intensive, but selecting 


routes has become much more complicated. 


Marketing 


Marketing plays a critical role in Hydro’s cor- 
porate strategy for the 1980s. By balancing the 
needs of customers with the ability of the 
Corporation to meet those needs, marketing 
can help ensure that resources are used to 
maximize benefits to Hydro’s customers. 


One of the goals the Corporation has set for 
itself is to hold the average rate increase for 
the decade of the 1980s to no more than the 
average rate of inflation. The marketing of 


This regional hospital at Attiwapiskat in northern 
Ontario relies on diesel generation to extend the 
full range of modern medicine to a thinly populated 
area. Hydro consultants helped the hospital reduce 
heating costs through improved use of energy. 
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electricity can help make better use of new 
generating capacity, and therefore help keep 
down the price of electricity. 


But marketing can secure other benefits as 
well. By promoting new and better applica- 
tions for electricity, it can help customers use 
energy more wisely, and by encouraging the 
substitution of electricity for oil, it can sup- 
port national off-oil objectives and promote 
greater energy security for Ontario. 


Hydro’s marketing efforts and those of its 
municipal utility partners are directed toward 
wise energy management. In the residential 
sector, programs have been instituted to make 
customers aware of a variety of home heating 
options like heat pumps, plenum and base- 
board heaters, and electric furnaces. 


In the commercial sector, Hydro staff pro- 
vide energy management assistance to build- 
ing managers and consultants, both for 
conversion of older buildings and for energy 
efficient new construction. 


The greatest potential growth in electricity 
demand lies in the industrial sector. Develop- 
ing technologies such as plasma arc melting 
complement more established equipment like 


industrial heat pumps in offering customers 
greater potential cost savings and product 
quality improvements. 


Whatever the sector, Ontario Hydro sees 
marketing’s main objective as customer satis- 
faction for the people of Ontario. The electri- 
cal utilities of the province recognize that 
wise energy management can and will vary 
according to customer needs, financial situa- 
tion, and geography. Furthermore, using elec- 
tricity to better the quality of life of a 
community need not always involve a high- 
technology approach. 


For example, Ontario Hydro has entered 
into an agreement with a hospital in Attiwa- 
piskat, a community on the shore of James 
Bay. The project involves taking waste heat 
from diesel generators that are used to produce 
electricity for the community, and feeding 
that heat to the nearby hospital. This will 
allow the hospital to cut its oil consumption 
by 86,000 litres a year, which will substan- 
tially reduce its energy costs. 


In the 1930s, Hydro’s marketing included travelling tents showing the latest electric appliances for sale 


(inset). Today, marketing goes beyond sales to inc 
consultants were part of the planning and design team 


lude conservation and the wise use of energy. Hydro 
for Simcoe Hall, a new school and health-care centre 


in Oshawa. They helped organize long-term cost savings through efficient use of electricity. 
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New Business Ventures 


In January 1984, Ontario Hydro created the 
New Business Ventures Division to promote 
the sale of Hydro expertise in the interna- 
tional marketplace. 


New Business Ventures brings together 
many diverse projects not directly related to 
the production and distribution of electrical 
energy to Ontario consumers. 


In its first year of operation the Division 
focused on investigating market opportunities 
and identifying business areas. These areas 
include consulting services to developing 
countries, technology sales and services, the 
sale of isotopes and by-products of electricity 
production, heat energy sales and services, 
and advanced energy technologies. 


From the outset, Hydro has signalled that 
its intentions are to assist and act in concert 
with private companies. An agreement with 
the Consulting Engineers of Ontario sets out 
the areas of cooperation in the international 
marketplace. 


The Division had a number of successes 
during its first year. Among these were three 
agreements: one with a Toronto company for 
the manufacture and world-wide marketing of 
a programmable computer device developed 
by Hydro, another with the Turkish Elec- 
tricity Authority for modernizing its system, 
and a third with the California Department of 
Water Resources for the supply of Hydro- 
developed computer software. 


Strictly in the consulting services area, the 
Division at year-end had on its books 20 active 
contracts in seven countries worth $10 mil- 
lion; five of these contracts are in cooperation 
with other Canadian corporations. These fig- 
ures suggest that Hydro has much to offer 
the world market. Net revenues from New 
Business Ventures go toward reducing the 
Corporation’s net revenue requirement. 


Electricity Exports and Purchases 


An important element in the marketing of 
electricity is the sale of power to utilities 
outside the province. In the face of stiff com- 
petition from other exporting utilities, Hydro 
set about to market aggressively during the 
year. It did so very successfully. 


Export sales during 1984 earned an income 
of $164 million on revenues of $427 million. 
This performance reflects the efforts of staff, 
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the relative low cost of power in Hydro’s sys- 
tem, and continuing markets for electricity 
south of the border. Energy exports reached 
10.6 billion kilowatt-hours, with sales going 
mostly to utilities in New York, Michigan, 
and Vermont. 


In order to increase the ability to export 
power to New York, a new interconnection 
was placed in service across the Niagara River 
at the Sir Adam Beck I generating station. The 
cost of this 115-kilovolt tie line was shared by 
Ontario Hydro and Niagara Mohawk Power 
Corporation. 


Income earned from electricity exports pro- 
vided a direct benefit to Ontario customers by 
reducing Hydro’s rate increase requirements 
for 1984 by 4.5 per cent. Power exports also 
provided a direct benefit to the Canadian 
economy by contributing to our balance of 
payments with the United States. 


Ontario Hydro continued to buy power from 
other utilities when purchasing electricity 
was less costly than producing it from Hydro’s 
own plants. Such purchases help reduce the 
cost to Ontario consumers. The bulk of the 
8.2 billion kilowatt-hours of electricity Hydro 
purchased during the, year was inexpensive 
hydro-electric energy from Quebec and Mani- 
toba. While these purchases totalled $127 mil- 
lion, the savings they realized over Hydro’s 
Own generating costs amounted to about $25 
million. 


Electricity Rates 


Ontario Hydro sells power directly to about 25 
per cent of Ontario's electricity customers, 
and to anumber of large industries. The rest of 
the province is served by 316 autonomous 
municipal utilities that set their own rates, 
under Hydro’s approval. There are variations 
(usually small) in rates from one area to an- 
other, but average electricity rates in Ontario 
represent good value. Ontario’s rates, both 
residential and industrial, are comparable to 
the lowest utility rates in Canada, and are well 
below rates elsewhere in the world. 


In October, Hydro’s Board of Directors 
approved a 1985 rate increase to the three 
main customer groups - 8.5 per cent for mu- 
nicipalities, 8.8 per cent for direct industrial 
customers, and 8.7 per cent for rural retail 
customers. The rural rate increase takes into 


account $56 million in assistance provided by 
all electricity consumers in the province to 
reduce the electricity bills of year-round rural 
residential customers. The level of assistance 
in 1984 was $46 million. 


These rate increases followed the recom- 
mendations of the Ontario Energy Board, 
which conducted weeks of public hearings. 
The Board recognized the need to cover ex- 
pected increases in the prices of fuel, labour, 
and materials, and to pay for new generating 
units coming into service. The cost of retub- 
ing Pickering units 1 and 2 added about one 
percentage point to the rate increase. 


In March 1985, Ontario Hydro announced a 
1986 rate increase proposal of 3.6 per cent. 
This, the lowest increase in 20 years, is due in 
part to the efficiency of nuclear generation in 
Hydro’s system. 


Ontario’s industries and residents will con- 
tinue to enjoy the advantage of low rates as 
long-term cost savings are realized from the 
nuclear generating units now entering service 


or under construction. It is anticipated that 
electricity rates will fall well below inflation 
during the 1990s. 


Average Price (¢) per kW.h* 
International Comparison 
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*Based on 1983 residential rates at 7,500 kW.h annual consumption. (Source — the 
Electricity Council, London, U.K.) 
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# PREPARING FOR FUTURE NEEDS rs 


Ontario Hydro’s plans for the future are very 
much based on the principles that have 
characterized its 79-year history. Ontario’s 
energy self-sufficiency remains a cornerstone 
of the Corporation's reason for being, and the 
guarantee of a reliable supply of electricity at 
a competitive price remains critical to the 
province's continued industrial strength. 


Providing for future needs encompasses 
planning in the broad sense of looking at how 
Ontario Hydro can best supply the growing 
demand for electrical energy. It also means 
influencing demand - finding more efficient 
ways for customers to use electricity, and 
adapting electricity to take over a greater 
number of tasks previously performed by 
other forms of energy. 


During the past year, Ontario Hydro contin- 
ued its work in new and better applications for 
electricity. A new industrial applications labo- 
ratory was opened to help industries adapt 
electrical processes to their particular require- 
ments. Improvements and refinements in in- 
dustrial heat pumps, for example, hold 
considerable potential for reducing energy 
costs and improving product quality in many 


manufacturing processes. Hydro has contin- 
ued developmental work on high temperature 
plasma arcs for efficient use in chemical, met- 
allurgical, and ceramics processing. Plasma 
offers promise of better control, a cleaner 
process, and lower cost. Work carried out dur- 
ing the year was aimed at developing a lower- 
cost plasma torch. 


Residential and commercial applications for 
electricity are being focused on improved en- 
ergy management. Ontario Hydro is involved 
in testing and adapting new control technol- 
ogy that is making it possible to treat the 
home or office as a complete energy system. 
The goal is to minimize the customer’s costs 
by getting maximum benefit from the energy 
used while maintaining proper air quality and 
a comfortable human environment. For exam- 
ple, ‘intelligent’ panel boards can automati- 
cally adjust the current to baseboard heaters 
and other major electrical equipment to avoid 
overloading. 


Aside from continuing developmental work 
on specific electrical equipment and applica- 
tions, Ontario Hydro has been looking at 
demand options in their broadest sense. Dur- 


A better understanding of industrial applications for plasma technology will emerge from the experiments 
being conducted by Hydro today. Here, a laser beam (red line) is being used to measure particle activity in an 
experimental plasma chamber. Powders injected into the plasma flow scatter the laser beam, allowing 
researchers to measure particle velocities. 
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ing 1984, the Corporation initiated an in- 
depth examination of all options available to 
meet the anticipated growth in the electricity 
needs of Ontario consumers. 


Anticipating growth has become much 
more difficult for electric utilities, as it has for 
other industries. The past dozen years have 
seen shifts in energy prices and supplies, 
increased attention to conservation, the intro- 
duction of lengthy approval processes, greater 
awareness of environmental impact, and two 
major recessions. Electric utilities are particu- 
larly vulnerable to such changes because of 
the length of time (ten years or more) it takes 
to bring major facilities from the planning 
stage into operation. 


Consequently, Ontario Hydro has been 
developing a new approach to forecasting. Pro- 
viding for future needs no longer means pick- 
ing a single load growth projection and 
building for it. The new approach involves 
measuring a strategy against a number of 
different economic and social scenarios to 
see how well it can accommodate various 


uncertainties. 


Accommodating uncertainties requires 
flexibility to balance Ontario’s need for elec- 
tricity and Hydro’s capability to supply it. 
During the year the Corporation initiated an 
extensive supply/demand study that explores 
ways of avoiding electrical load (demand 
options] as well as ways of supplying it (supply 
options). 


Demand options under review include load 
management, conservation, cogeneration, 
innovative rates for industry, dual energy pro- 
grams, and time-of-use rates. Each of these, 
either individually or in combination, could 
make a contribution toward minimizing the 
amount of new capacity to be added to 
the system. 


But some new sources will be necessary to 
accommodate future load growth, and Hydro 
is exploring all possible options. These 
include traditional sources like nuclear and 
coal-burning plants, small hydraulic stations, 
cogeneration, and purchased power, as well as 
the so-called soft options like biomass, solar, 
and wind power. 


Further down the road are other potential 
sources of energy. For example, fusion holds 
the most potential of any future energy 
source. The Canadian Fusion Fuels Technol- 
ogy Project is designed to strengthen Canada’s 
scientific and industrial role in fusion fuels 
research. Ontario Hydro is participating in 
this project along with the Ontario Govern- 
ment and the Government of Canada. If fu- 
sion ever becomes commercially successful, 
Hydro will have the opportunity to benefit 
from as well as participate in developing this 
new energy source. 


Looking ahead, one thing does seem certain. 
The uses for electricity will continue to in- 
crease. Each decade has spawned more and 
more uses for electricity. Its energy market 
share has grown consistently, and probably 
has more room for growth than any other type 
of energy. Electricity is by nature an adaptable 
form of energy. Ontario Hydro wants to ensure 
that it remains a reliable and economic one. 


The first grid-connected residential photovoltaic 
cells in Canada generate 1 kilowatt of power on 
sunny days to meet the needs of the curator’s home 
at the Kortright Centre for Conservation near 
Kleinburg, Ont. When power exceeds requirements 
of the home it is fed into the Vaughan Hydro sys- 
tem. At night, or during periods of inadequate sun- 
shine, electricity is supplied by the utility. 
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# FINANCIAL SECTION aon See ee 


Financial Review 


Ontario Hydro’s revenues in 1984 totalled 
$4,212 million. Primary sales of electricity to 
customers in Ontario amounted to $3,783 
million, while secondary sales, mainly to 
United States utilities, totalled $429 million 
in 1984. Primary revenues increased 12.7% or 
$426 million over 1983 due to a 7.8% average 
increase in power rates and a 4.9% increase in 
the volume of sales. The average increase in 
rates for municipal utilities was 8.0%, while 
the average rate increases for direct industrial 
customers and rural retail customers were 
7.6% and 7.5%, respectively. The 1984 sales 
volume to municipal utilities, rural retail and 
direct industrial customers increased 4.8%, 
3.1% and 7.6%, respectively, mainly due to 
weather-related factors and economic recov- 
ery in 1984. Secondary revenues decreased 
4.2% or $19 million from 1983 reflecting a 
more competitive export market. 


Ontario Hydro’s total operating costs in 
1984 amounted to $3,637 million compared to 
$3,333 million in 1983, an increase of 9.1%. 
Costs increased largely as a consequence of 
escalating prices for fossil fuels and the tri- 
pling of water rental rates effective June 1984, 
and increased interest and foreign exchange 
costs and depreciation. 


——— ee 
Source of Revenues in 1984 
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Energy-related costs comprised primarily of 
fuel, purchased power and water rentals in- 
creased 3.5% over 1983. Electric energy 
generated by nuclear stations supplied 33% of 
total energy to the system in 1984. Hydraulic 
Stations supplied 30% and higher-cost fossil- 
fuelled generation provided 30%. Purchases of 
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Application of Revenues in 1984 
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Financing 
Charges 


(J Operation, 
Maintenance 
and 
Administration 


@ Net Income 
Appropriations 


13.6% 


26.1% 


@® Depreciation 


11.3% ® Other 


power from interconnected utilities provided 
the remaining 7% of energy supplied to the 
system in 1984. The cost of fuel used for elec- 
tric generation totalled $1,036 million in 
1984, an increase of $58 million or 5.9% over 
1983. This increase was primarily due to the 
higher cost of fossil-fuelled generation and the 
increased volume of energy generated in 1984. 
Water rentals amounted to $61 million in 
1984, an increase of $33 million or 118% over 
1983 as a result of the water rental rates being 
tripled in June 1984. Purchases of power in 
1984 amounted to $149 million, an increase of 
$23 million over 1983. In 1984, units 1 and 2 of 
Pickering Nuclear Generating Station did not 
operate as these units were taken out of ser- 
vice during 1983 to replace the pressure tubes. 
The maintenance and overhead costs during 
the shutdown were included in the payback 
calculation in accordance with the Nuclear 
Agreement. As a result, the 1984 operating 
costs of Ontario Hydro were reduced by $36 
million representing the amount to be offset 
against future amounts payable by Ontario 
Hydro to Atomic Energy of Canada Limited 
and the Province of Ontario, the other two 
parties to the Nuclear Agreement. In 1983, 
nuclear payback accounted for a $37 million 
charge to the costs of operations. 


During 1984, costs associated with the oper- 
ation, maintenance and administration of 
Ontario Hydro’s facilities amounted to 
$884 million. The decrease of $68 million or 
7.1% over 1983 was mainly due to the finan- 
cial impact of a change in accounting policy 
whereby, beginning in 1984, the costs of train- 


ing initial operating staff for new facilities 
were capitalized rather than, as in prior years, 
charged to operations in the year incurred. 
This change was made to achieve a better 
matching of costs and benefits by including 
such training costs in the capital cost of the 
related new facility and depreciating these 
training costs over the estimated service life of 
the facility. In addition, the full year’s impact 
of the effort to reduce staff levels initiated 
during 1983 contributed to the decrease in 
1984 operation, maintenance and administra- 
tion costs. A lump sum payment of $53 mil- 
lion was charged to the costs of operations in 
1983 as a special retirement allowance to ap- 
proximately 1,300 long-term-service employ- 
ees who elected to take early retirement. The 
decreases in costs realized in 1984 were par- 
tially offset by escalation in labour and other 
costs. 


Depreciation costs charged to operations 
totalled $476 million in 1984, an increase of 
$80 million or 20.2% over 1983. This increase 
resulted primarily from additional facilities 
being placed in service, including Pickering 
Nuclear Generating Station unit 6 and Bruce 
Nuclear Generating Station unit 6, and from 
the full year’s financial impact of Pickering 
Nuclear Generating Station unit 5 being 
placed in service during 1983. In addition, 
depreciation costs increased because of the 
change in the amortization rate for the 
recovery of the value of Bruce Heavy Water 
Plante 


Interest and foreign exchange costs charged 
to operations totalled $1,067 million in 1984, 
$251 million or 30.8% higher than in 1983. 
These higher financing costs resulted from a 
$189 million increase in interest costs charged 
to operations, and a $62 million increase in 
foreign exchange costs during the year. The 
increase in interest costs primarily resulted 
from financing costs associated with Pick- 
ering unit 6 and Bruce unit 6 being charged to 
operations in 1984 upon the units being placed 
in service, and from the full year’s financial 
impact of Pickering unit 5 being placed in 
service in 1983. The increase in foreign ex- 
change costs is related primarily to the finan- 
cial impact of the change in the accounting 
policy for the translation of long-term debt 
denominated in foreign currencies to Cana- 
dian currency. Beginning in 1984, an exchange 
gain or loss arising from the translation of debt 
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at current rates of exchange was amortized on 
an annuity basis over the remaining life of the 
debt. In prior years, no exchange gain or loss 
resulted from the translation of debt until 
twelve months before the maturity date. The 
change was made to achieve a better alloca- 
tion to operating results of the financial 
impact of an exchange gain or loss on debt 
payable in foreign currencies, and to conform 
with the Canadian Institute of Chartered 
Accountants’ new accounting recommenda- 
tions related to foreign currency translation. 
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Net income for 1984 was $575 million, 
$103 million higher than in 1983. As required 
by the Power Corporation Act, $210 million of 
net income was appropriated for debt retire- 
ment purposes in 1984. The remaining $365 
million of 1984 net income was appropriated 
to the Reserve for the Stabilization of Rates 
and Contingencies. The interest coverage and 
debt ratio indicators of Ontario Hydro’s finan- 
cial soundness were: 


Financial indicators 1984 1983 
Interest coverage E25 1.24 
Debt ratio 833 .840 
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The funds required by Ontario Hydro to 
finance the investment in fixed assets were 
provided from two major sources, operations 
and financing. In 1984, funds from operations 
provided $1,246 million of Ontario Hydro’s 
total requirements, while $1,756 million was 
provided by long-term debt financing. Com- 
pared to 1983, these amounts were $259 mil- 
lion higher and $67 million lower, 
respectively. 


The proceeds from the issue of bonds, notes 
and other long-term debt by Ontario Hydro 
during 1984 amounted to $2,153 million. 
Canadian currency issues amounted to $1,593 
million. In addition, the proceeds from a 
United States bond issue of U.S. $250 million 
and from a Eurodollar bond issue of U.S. $200 
million amounted to Cdn. $316 million and 
Cdn. $244 million, respectively. The average 
coupon interest rate for long-term debt issued 
in 1984 was 12.5%, compared to 10.9% in 
1983. Funds amounting to $266 million were 
used to retire maturing long-term debt in 1984 
compared to $492 million in 1983. In addition, 
during 1984, funds amounting to $131 million 
were used to redeem debt prior to maturity, 
compared to $188 million in 1983. 


Investment in fixed assets was $2,624 mil- 
lion during 1984. Major capital expenditures 
were $2,370 million for generation facilities 
including $324 million for heavy water, $169 
million for transmission and distribution fa- 
cilities, and $85 million for administration 
and service facilities. Investment in fixed as- 
sets was $122 million lower than in 1983, the 
result of decreased expenditures of $95 mil- 
lion on generation facilities, $17 million on 
transmission and distribution facilities, and 
$10 million on administration and service 
facilities. The expenditures on major genera- 
tion projects under construction during 1984 
and 1983 were: 


Oo ee ee 
1984 1983 


millions of dollars 
ee ee re as Oe Pe aR As SAS 


Nuclear generation 


Bruce “B” 680 753 
Pickering ‘'B”’ 266 368 
Darlington 855 698 


Fossil generation 
Atikokan 109 167 
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During 1984, unit 6 at the Pickering 
Nuclear Generating Station B” and unit 6 at 
the Bruce Nuclear Generating Station ‘B” 
were placed in service at a cost of $2,206 
million, including $396 million for heavy 
water. Pickering Nuclear Generating Station 
“B” unit 7 was placed in service in January 
19855 
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Ontario Hydro 


The accompanying financial statements have 
been prepared by management in accordance 
with generally accepted accounting principles 
in Canada. Such principles, except for the 
changes in accounting policies described 
under ‘Fixed assets” and ‘‘Foreign currency 
translation”, have been applied on a basis con- 
sistent with that of the preceding year. In 
management’s opinion, the financial state- 
ments have been properly prepared within rea- 
sonable limits of materiality and in the light of 
information available up to March 11, 1985. 
To assist the reader in understanding the 
financial statements, the Corporation's sig- 
nificant accounting policies are summarized 
below: 


Rate setting 

Ontario Hydro has broad powers to generate, 
supply and deliver electric power throughout 
the Province of Ontario. The Corporation 
operates under the Power Corporation Act and 
is subject to provisions of the Ontario Energy 
Board Act. 


Under the provisions of the Power Corpora- 
tion Act, the price payable by customers for 
power is the cost of supplying the power. Such 
cost is defined in the Act to include the cost of 
operating and maintaining the system, depre- 
ciation, interest, and the amounts appro- 
priated for debt retirement and stabilization of 
rates and contingencies. The debt retirement 
appropriation is the amount required under 
the Act to accumulate on a sinking fund basis 
over 40 years a sum equal to the debt incurred 
for the cost of the fixed assets in service. The 
appropriation for, or withdrawal from, the sta- 
bilization of rates and contingencies reserve is 
an amount established to maintain a sound 
financial position and to stabilize the effect of 
cost fluctuations. 


Under the provisions of the Ontario Energy 
Board Act, a public hearing before the Ontario 
Energy Board is required in respect of any 
changes in electricity rates proposed by 
Ontario Hydro which affect its municipal util- 
ities, direct industrial customers, or, if the 
Minister of Energy so directs, rural retail cus- 
tomers. The Ontario Energy Board submits its 
recommendations to the Minister of Energy. 
After considering the recommendations of the 
Ontario Energy Board, the Board of Directors 
of Ontario Hydro, under the authority of the 
Power Corporation Act, establishes the elec- 
tricity rates to be charged to customers. 


gE Summary of Significant Accounting Polciss 


If the Board of Directors specifies a certain 
cost or gain is to be included in future electri- 
city rates that would otherwise be charged or 
credited to operations in the current year, then 
this cost or gain is deferred and amortized to 
future operations on a basis consistent with 
its inclusion in rates. 


Fixed assets 

Fixed assets in service include operating facil- 
ities and non-operating reserve facilities. Con- 
struction in progress includes fixed assets 
under construction and heavy water held 
for use in nuclear generating stations under 
construction. 


Fixed assets are capitalized at cost which 
comprises material, labour and engineering 
costs, as well as overheads, depreciation on 
service equipment and interest applicable to 
capital construction activities. In the case of 
generation facilities, the cost also includes the 
net cost of commissioning, and for nuclear 
generation, the cost of heavy water. The net 
cost of commissioning is the cost of start-up 
less the value attributed to energy produced by 
generation facilities during their commission- 
ing period. The cost of heavy water comprises 
the direct cost of production and applicable 
overheads, as well as interest and depreciation 
on the heavy water production facilities. 
Leases which transfer the benefits and risks of 
ownership of assets to Ontario Hydro are 
capitalized. 


Effective January 1, 1984, the costs of train- 
ing initial operating staff for new facilities, 
and project development costs incurred subse- 
quent to the date a preferred alternative has 
been recommended by Ontario Hydro, are 
capitalized. Prior to January 1, 1984, such 
training costs, and project development costs 
up to the point the project received final ap- 
proval, were charged to operations. In addi- 
tion, effective January 1, 1984, for multi-unit 
facilities, a proportionate share of the cost of 
common facilities is placed in service with 
each major operating unit. Prior to January 1, 
1984, the total cost of common facilities was 
placed in service with the first operating unit. 


Interest is capitalized on construction in 
progress at rates (1984 - 13.8%, 1983 - 14.0%) 
which approximate the average cost of long- 
term funds borrowed in the years in which 
expenditures have been made for fixed assets 
under construction. If the construction period 


28 


of a project is extended and the construction 
activities are continued, interest is capitalized 
during the period of extension provided that 
the project has a reasonable expectation of 
completion. 


If a project is cancelled, or deferred indefi- 
nitely with a low probability of construction 
being resumed in the future, all costs, includ- 
ing the costs of cancellation, are written off to 
operations. 


If fixed assets are removed from operations 
and mothballed for future use, the costs of 
mothballing are charged to operations. 


Depreciation 

The capital costs of fixed assets in service are 
depreciated on a straight-line basis. Deprecia- 
tion rates for the various classes of assets are 
based on their estimated service lives, which 
are subject to periodic review. Changes in 
service life estimates are implemented on a 
remaining service life basis from the year the 
change can be first reflected in electricity 
rates. Major components of generating sta- 
tions are depreciated over the lesser of the 
service life expectancy of the component or 
the remaining service life of the associated 
generating station. 


The estimated service lives of assets for 
1984 and 1983 in the major classes are: 


Generating stations 


~ hydraulic - 65 to 100 years 

- fossil - 25 to 35 years 

- nuclear - 40 years 
Heavy water — over the period ending 

in the year 2040 

Transmission and 

distribution - 20 to 55 years 
Administration 


and service -— 5 to 60 years 


Heavy water 
production 


facilities - 11 to 20 years 


In accordance with group depreciation prac- 
tices, for normal retirements the cost of fixed 
assets retired is charged to accumulated depre- 
Ciation with no gain or loss being reflected in 
operations. However, gains and losses on sales 
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of fixed assets, and losses on premature retire- 
ments are charged to operations in the year 
incurred as adjustments to depreciation 
expense. 


When the net costs of removal on retire- 
ments of fixed assets can be reasonably esti- 
mated and are significant, provisions for net 
removal costs are charged to depreciation ex- 
pense on an annuity basis over the remaining 
service life of the related fixed assets. Other 
net removal costs are charged to depreciation 
expense as incurred. Net removal costs in- 
clude the estimated costs of decommissioning 
nuclear stations and the estimated costs of 
removing certain nuclear reactor fuel chan- 
nels. Estimates of net removal costs, interest 
and escalation rates, and the service life peri- 
ods are subject to periodic review. Changes in 
estimated costs are implemented on a remain- 
ing service life basis from the year the changes 
can be first reflected in electricity rates. 


Fixed assets removed from operations and 
mothballed for future use, termed non- 
operating reserve facilities, are amortized so 
that any estimated loss in value is charged to 
depreciation expense on a straight-line basis 
over their expected non-operating period. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate 
supply of fuels for its generating stations, 
Ontario Hydro has entered into long-term fuel 
supply contracts. Where these contracts 
require Ontario Hydro to make payments for 
pre-production costs to suppliers in advance of 
the fuel delivery, these payments and asso- 
ciated costs, including interest, are carried in 
the accounts as unamortized advances for fuel 
supplies. The advances are amortized to fuel 
inventory as the fuels are delivered. | 


Fuel for electric generation 

Fuel used for electric generation comprises the 
average inventory costs of fuel consumed, 
charges for commissioning energy produced, 
and provisions for disposal of nuclear fuel irra- 
diated during the period. The inventory cost of 
fuel consumed comprises fuel purchases, 
transportation and handling costs, and the 
amortization of advances for fuel supplies. 
Transportation costs include charges for inter- 
est and depreciation on railway equipment 
owned by Ontario Hydro. The charges for 
commissioning energy produced during the 


period represent the incremental operating 
and fuel costs of producing the same quantity 
of energy at generating units displaced be- 
cause of the commissioning activity. The 
costs for disposal of nuclear fuel irradiated in 
each period are charged to operations based on 
estimated future expenditures and interest ac- 
cumulating to the estimated date of disposal. 
Estimates of expenditures, interest and escala- 
tion rates, and the date of disposal are subject 
to periodic review. Adjustments resulting 
from changes in estimates are charged to oper- 
ations on an annuity basis over the period 
from the year the changes can be first reflected 
in electricity rates to the estimated in-service 
date of the disposal facility. 


Foreign currency translation 

Current monetary assets and liabilities are 
translated to Canadian currency at year-end 
rates of exchange and the resulting gains or 
losses are credited or charged to operations. 
Effective January 1, 1984, long-term debt pay- 
able in foreign currencies is translated to 
Canadian currency at year-end rates of ex- 
change. Resulting unrealized exchange gains 
or losses are deferred and included in unamor- 
tized debt costs, and are amortized to opera- 
tions on an annuity basis over the remaining 
life of related debt. In addition, foreign ex- 
change gains or losses on early redemption of 
long-term debt are deferred and amortized to 
operations on an annuity basis over the aver- 
age life of debt denominated in the same cur- 
rency issued during the previous year. Prior to 
January 1, 1984, long-term debt payable in 
foreign currencies was translated at rates of 
exchange at the time of issue, except for debt 
payable within one year which was translated 
at year-end rates of exchange. Resulting ex- 
change gains and losses, including those aris- 
ing from early redemption of debt, were 
credited or charged to operations in the cur- 
rent year. 


Unamortized debt costs 

Unamortized debt costs include the unamor- 
tized amounts related to unrealized foreign 
exchange gains or losses resulting from the 
translation of foreign currency long-term 
debt, foreign exchange gains or losses on the 
early redemption of long-term debt, and dis- 
counts or premiums arising from the issuance 
of debt or the acquisition of debt prior to 
maturity. 


i Die i 


Debt discounts or premiums arising on the 
issuance of debt are amortized over the period 
to maturity of the debt. Discounts or premi- 
ums on debt acquired prior to the date of 
maturity are amortized over the period from 
the acquisition date to the original maturity 
date of the debt. 


Nuclear agreement - Pickering units 1 and 2 
Ontario Hydro, Atomic Energy of Canada 
Limited and the Province of Ontario are par- 
ties to a joint undertaking for the construction 
and operation of units 1 and 2 of Pickering 
Nuclear Generating Station, with ownership 
of these units being vested in Ontario Hydro. 
Contributions to the capital cost by Atomic 
Energy of Canada Limited and the Province of 
Ontario amounted to $258 million and these 
have been deducted in arriving at the value of 
fixed assets in service in respect of Pickering 
units 1 and 2. Ontario Hydro is required to 
make monthly payments until the year 2001 
to each of the parties in proportion to their 
capital contributions. These payments, 
termed 'payback”’, represent in a broad sense 
the net operational advantage of having the 
power generated by Pickering units 1 and 2 as 
compared with coal-fired units similar to 
Lambton units 1 and 2. 


Pension plan 

The pension plan is a contributory, defined 
benefit plan covering all regular employees of 
Ontario Hydro. Ontario Hydro is responsible 
for all deficiencies and surpluses in the pen- 
sion plan. Pension costs, as actuarially deter- 
mined, consist of current service costs and 
amounts required to amortize any surpluses or 
unfunded liabilities. A net unfunded liability 
arising from past service obligations is amor- 
tized up to fifteen years. All other net un- 
funded liabilities or net surpluses in the fund 
are amortized up to five years. 


Research and development 

Research and development costs are charged 
to operations in the year incurred, except for 
those related directly to the design or con- 
struction of a specific capital facility. 
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Ontario Hydro 


E Statement of Operations 


for the year ended December 31, 1984 


1984 1983 


millions of dollars 


Revenues 
Primary power and energy 
Municipal utilities 2,555 2,265 
Rural retail customers 712 644 
Direct industrial customers 516 448 
EOS AED EET ELIE ABIES STEEL IPED IEICE, 
3,783 3,397 
Secondary power and energy (note 1] 429 448 
LLP ETL ATE LITE OST ATID ATSB ENS 
4,212 3,805 
SAAR AE IRIS I LE ESE DEE ETI SEE AT 
Costs 
Operation, maintenance and administration 884 952 
Fuel used for electric generation 1,036 978 
Water rentals (note 2) 61 28 
Power purchased 149 126 
Nuclear agreement - payback (note 3) (36) ail 
Depreciation (note 4} 476 396 
DEA LR RIE EE PEATE 
2,570 Aye ays 
LS EE SEE a EROS 
Income before financing charges 1,642 1,288 
Interest (note 5) 949 760 
Foreign exchange (note 6) 118 56 
1,067 816 
Net income 575 472 
aa aa 
Appropriation for: 
Debt retirement 210 185 
Stabilization of rates and contingencies 365 287 
575 472 
Pi Se SES SOON 


See accompanying summary of significant accounting policies and notes to financial statements. 
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Ontario Hydro 


gE Statement of Financial Position == 


as at December 31, 1984 


Assets 1984 1983 
———— 


millions of dollars 
Fixed assets (note 7) 


Fixed assets in service 17,215 14,655 
Less accumulated depreciation 4,069 3,606 
13,146 11,049 
Construction in progress 9,001 8,899 
22,147 19,948 
Current assets 
Cash and short-term investments 658 358 
Accounts receivable 442 471 
Fuel for electric generation (note 8) 973 159 
Materials and supplies, at cost 179 191 
pI NS DY) Veg 
Other assets 
Unamortized debt costs (note 11) 1,447 80 
Unamortized advances for fuel supplies (note 9) 883 894 
Unamortized deferred costs (note 10) 358 399 
Long-term accounts receivable and other assets 214 94 
2,902 1,467 
27,301 23,194 
a ee 


See accompanying summary of significant accounting policies and notes to financial statements. 
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Liabilities 1984 1983 


millions of dollars 


Long-term debt (note 11) 20,659 LL. 
SERPS ESL AE SIRT NT ADSI IED NED IED ER ERR NEES ETE ITS, 
Current liabilities 
Accounts payable and accrued charges 616 526 
Short-term notes payable 49 26 
Accrued interest 672 579 
Long-term debt payable within one year 847 263 
SYA ERE GTA TELIA GIES ST PI PSE PETE GSI RON TST, 
2,184 1,394 
SR LN SS EET ET I SSID WEST AES 
Other liabilities 
Long-term accounts payable and accrued charges 152 166 
Accrued irradiated fuel disposal and 
fixed asset removal costs (note 12) 222 148 
374 314 


Contingencies (notes 3 and 13) 


Equity 
Equities accumulated through debt 
retirement appropriations 2,366 Yep els) 
Reserve for stabilization of rates 
and contingencies 1,591 226 
Contributions from the Province of Ontario as 
assistance for rural construction 127. 127 
4,084 3,509 
27,301 23,194 
On behalf of the Board 
a”, () : \ 
Re toophtt | Whey, WHaclLeet 
Chairman President 


Toronto, Canada, 
March 11, 1985. 


Gs Statement of Equities Accumulated Through as 


Ontario Hydro 


Debt Retirement Appropriations 


for the year ended December 31, 1984 


Power District 


(Rural Retail and __lotals 
Municipal Direct Industrial 
Utilities Customers) 1984 1983 


millions of dollars 


Balances at beginning of year L510 646 2,156.—1,971 
Debt retirement appropriation 143 67 210 185 


Balances at end of year Ii fersre: ive 2.36602 156 
Ra ea 


Statement of Reserve for Stabilization of Rates and 


Contingencies 
for the year ended December 31, 1984 


Held for 
the benefit Held for the benefit of 
of all (or recoverable from) 
customers certain groups of customers Totals 
Rural Direct 
Municipal Retail Industrial 
Utilities | Customers Customers 1984 1983 
millions of dollars 
Balances at beginning of 
year ey 1 (11) (1) 1,226 939 
Appropriation on — (12) — 365 287 
Balances at end of year 1,614 i; (23) (1) 1591 © 1226 
MA GUAT ECO = Sen 


See accompanying summary of significant accounting policies and notes to financial statements. 
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Ontario Hydro 


— Statement of Source of Funds Used for Investment =a 


in Fixed Assets 
for the year ended December 31, 1984 


1984 1983 


millions of dollars 
Funds generated from operations 


Net income 575 472 

Charges not requiring funds in the current year 
Depreciation 476 396 
Amortization of unrealized foreign exchange gains and losses 120 — 
Provision for irradiated fuel disposal costs 21 40 
Other 54 79 
1,246 987 


Funds provided from financing 


Long-term debt issued 2,153 2,503 

Less retirements 397 680 

1,756 1,823 

Other uses of funds (note 14) (111) (37) 
Increase in working capital excluding long-term debt 

payable within one year (note 15) (267) (27) 

Investment in fixed assets 2,624 2,746 


See accompanying summary of significant accounting policies and notes to financial statements. 
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Ontario Hydro 


Gs Notes to Financial Statements rrr tsi<‘OOOON#ON#NN#C#(C 


aS 
1. Secondary power and energy 

Secondary power and energy revenues include $427 million (1983 - $447 million) from sales of 
electricity to United States utilities. 
nn nn ee EEUU EEEEEEEEEEEE ESE 
2. Water rentals 

Water rentals are the amounts paid primarily to the Province of Ontario for the use of water for 
hydraulic generation. In prior years, these amounts were included in the cost of fuel used for electric 
generation. The 1983 comparative figures have been reclassified to conform with the 1984 financial 
statement presentation. 
nn SE EEE EEE! 
3. Nuclear agreement - payback 

During 1983, units 1 and 2 of the Pickering Nuclear Generating Station were shut down for 
replacement of pressure tubes and did not operate for a period of time in 1983 and during 1984. The 
Nuclear Agreement, which is described in the Summary of Significant Accounting Policies, allows 
maintenance and overhead costs during the shutdown period to be included in payback calculations. 
The calculations have resulted in negative payback amounts of $8 million in 1983 and $36 million in 
1984. These amounts, totalling $44 million, have been credited against the costs of operations for the 
respective years and are included in “Long-term accounts receivable and other assets’. The basis for 
this accounting treatment is the belief by Ontario Hydro that under the Nuclear Agreement, these 
amounts, termed ‘negative payback”, plus interest, can be offset against future positive payback 
amounts payable to the Province of Ontario and to Atomic Energy of Canada Limited when the units 
return to service. Atomic Energy of Canada Limited has objected to this interpretation and takes the 
position that ‘‘negative payback’’ is not to be offset against future positive payback amounts. The 
interpretation of the Nuclear Agreement and the manner of recovering costs associated with the 
rehabilitation of units 1 and 2 are being discussed among the parties to the Nuclear Agreement. 


In accordance with an agreement dated March 14, 1983, between Atomic Energy of Canada Limited 
and Ontario Hydro, provisions for irradiated fuel disposal costs related to Pickering Nuclear 
Generating Station units 1 and 2 have been included, subject to further discussions, in the 
calculation of payback for the years 1982, 1983 and 1984. The parties to the Nuclear Agreement are 
discussing whether these provisions are properly allowable costs for the period 1982 to 1984, and also 
whether such costs should continue to be included in the calculation of payback subsequent to 1984. 
Atomic Energy of Canada Limited and the Province of Ontario's share of irradiated fuel disposal costs 
included in the calculation of payback for the years 1982, 1983 and 1984 totalled $16 million at 
December 31, 1984. 


4. Depreciation 1984 1983 
millions of dollars 

Depreciation of fixed assets in service 511 478 

Amortization of deferred costs 40 lf 

Provision for net removal costs 30 31 

Other net removal costs ies: 9 

594 538 

Depreciation charged to - heavy water production 80 1h} 

— construction in progress 26 26 

— fuel for electric generation 2 y 

Gain on sales of fixed assets 10 — 

een CAI ED 

118 139 

ET CRO 

476 396 


Depreciation of fixed assets in service includes $45 million (1983 - $26 million) for the amortization 
of non-operating reserve facilities (see note 7). 


3 


fo) 


5. Interest 1984 1983 


millions of dollars 


Interest on bonds, notes, and other debt 2,298 2,000 

Interest on accrued irradiated fuel disposal 
and fixed asset removal costs 24 ibd 
2,322 2 O12 

Less: 

Interest charged to - construction in progress 1,063 966 
- heavy water production 117 124 
~ fuel for electric generation 97 30 
- unamortized advances for fuel supplies 16 69 
Interest earned on investments 80 58 
1,373 1252 
949 760 
PE OE OR Sista ar eR DOU 
6. Foreign exchange 1984 1983 


Amortization of unrealized foreign exchange 


gains and losses 120 — 
Exchange loss on redemption and translation of 

foreign long-term debt -- 54 

Net exchange (gain) loss on other foreign transactions (2) 2 

118 56 

BS ig OSI) OR IR Seo 


The amortization of unrealized foreign exchange gains and losses, and the exchange loss on 
redemption and translation of foreign long-term debt reflect the implementation of the change in the 
accounting policy for foreign currency translation, effective January 1, 1984, as described in the 
Summary of Significant Accounting Policies. 


7. Fixed assets 1984 


Assetsin Accumulated Construction 
Service Depreciation in Progress 


millions of dollars 


Generating stations - hydraulic 1,818 514 $3 
- fossil 2,041 629 655 
— nuclear 4,898 542 6,747 
Heavy water 1,149 112 1,368 
Transmission and distribution 4,310 1,088 241 
Administration and service 845 341 37 
Heavy water production facilities 123 232 — 
Non-operating reserve facilities 

- fossil generating stations 794 374 _ 
~ heavy water production facilities a7, 237 — 
17,215 4,069 9,001 

Ra 
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7. Fixed assets (continued) 1983 


a a 
Assetsin Accumulated Construction 
Service Depreciation in Progress 
SPSS GLE SSE LE I I OE LY TRS 


millions of dollars 


Generating stations - hydraulic L716 483 42 
- fossil 2,108 606 546 
— nuclear a 02 437 6,696 
Heavy water 753 96 1,302 
Transmission and distribution 4,153 OOT ike 
Administration and service 758 307 59 
Heavy water production facilities 1,360 38a 3S 
Non-operating reserve facilities 

— fossil generating stations 726 289 — 
14,655 3,606 8,899 

Le 


Non-operating reserve facilities consist of Lennox, R. L. Hearn, J. C. Keith and Thunder Bay unit 1 
fossil generating stations, and Bruce Heavy Water Plant “A” (1983 - Lennox, R. L. Hearn and two 
units of J. C. Keith). There are varying degrees of certainty in connection with the plans for these 
facilities resuming operation. 


Construction in progress at December 31, 1984: 


Estimated 
Costs to 
Remaining Dependable Costs Complete 
Numberof Planned Capacityto Incurred to (Excluding 
Units In-Service BePlaced December31, Escalation 
Scheduled Dates in Service 1984 and Interest) 
SAT TLE SPER TM SERVE IIS ESTES TOTES IETS ME TEESE DRE LOE ILD EERIE DLT ELIE ELLE ENTE NLT 
megawatts millions of dollars 
Nuclear generating stations 
(including heavy water) 
Pickering ‘'B”’ 2 1985 1,032 M73 120 
Bricen. oe S 1985-87 D905 3,655 390 
Darlington 4 1988-92 3,524 2,463 3,670 
Fossil generating station 
Atikokan ‘] 1985 206 640 20 
All other construction 
in progress — — — 512 _— 
9,001 
SRE 


Estimated costs to complete are the most recent projections. These estimates exclude cost escalation 
and interest which are forecast to average 8% and 13% per year, respectively, over the period 1985 to 
1992. Because of the uncertainties associated with long construction lead times and planned in- 
service dates, these costs to complete are subject to change. 


The fuel channel replacement program for Pickering ‘A’ units 1 and 2 is estimated to cost $390 
million, excluding interest and escalation. Of this total, $217 million is to be capitalized as 
installation costs, and the remaining $173 million is related to the removal costs of the existing 
pressure tubes and is being recovered through charges to operations as described in note 12. The 
actual expenditures for installation costs, excluding interest, totalled $70 million as of December 31, 
1984 and are included in ‘All other construction in progress” in the above table. The first two units 
of Pickering ‘‘A” are expected to be returned to service in 1986 and 1987. 


For 1985, additional investment in fixed assets is estimated to be approximately $2,670 million 
including escalation and interest. 


8. Fuel for electric generation 1984 1983 


Inventories — coal 546 465 
- uranium 427 294 
973 759 


9. Unamortized advances for fuel supplies 1984 1983 


millions of dollars 


Uranium 801 800 
Coal 82 94 
883 894 


Based on present commitments, additional advance payments for fuel supplies will total approxi- 
mately $67 million over the next five years, including approximately $13 million in 1985. 


10. Unamortized deferred costs 1984 1983 


millions of dollars 


Bruce Heavy Water Plant ‘‘D”’ 317 353 
Wesleyville Generating Station 41 46 
358 399 


Bruce Heavy Water Plant “'D”’ is an indefinitely deferred project with a low probability of construc- 
tion being resumed in the future. The capital cost of this project is being amortized for recovery 
through electricity rates at an annual rate of 10% over the period 1984 to 1993. The amortization rate 
for 1983 was 4%. The unamortized deferred costs associated with the cancelled Wesleyville 
Generating Station project are being amortized for recovery through electricity rates at an annual rate 
of 10% over the period 1984 to 1993. These amortization rates were specified by the Board of 
Directors under its rate-setting authority. 


11. Long-term debt 1984 1983 


millions of dollars 


Bonds and notes payable 21,293 18,017 
Other long-term debt 213 223 
21,506 18,240 
Less payable within one year 847 263 
20,659 17,977 


11. Long-term debt (continued) 

Bonds and notes payable: 

Bonds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by 
the currency in which they are payable in the following table: 


1984 1983 
REST RESET STEEDS EE POSE ERED LE LEED IEELLEEE DD LITE ILI IEEE IEEE EEE TEE EE DOLD LEE LLL DEEL LOL TLE TEI ARSE EFS ELLE CELE RELL ELLE LAE 
Weighted Weighted 
Average Average 
Years of Principal Coupon Principal Coupon 
Maturity Outstanding Rate Outstanding Rate 
SLES SE SE TT ET TE LE EE OEE STE DEES ALLENDE EE ETE ETE LEE LED LCL DELLE LE ILE LD LLL, LLY DL LT ETE I OE 
Canadian Foreign Total % Total % 
millions of dollars millions of dollars 
1984 — — — 243 
1985 463 364 827 hills 
1986 150 201 351 297 
1987 vile 21 G 991 918 
1988 837 ep Al| 1,158 Taks5 
1989 546 Td. 1,323 — 
1- 5 years ey ist 1,939 4,650 sal 3,370 Pi 
6 - 10 years Po 3,360 4,882 oe? Oa! 12.6 
11 - 15 years ae) 628 1,807 8.6 1,388 8.2 
16 - 20 years 3,109 901 4,010 11:6 3,084 11.9 
21-25 years 1,402 2166 4,168 9.9 3,514 OF 
26 - 30 years (35 1,041 1,776 14.5 2,920 12.8 
10,658 10,635 21,293 Eso 18,017 Lies 
RETR AEE STERN Sa 
Currency in which payable: 
Canadian dollars 10,658 9,225 
United States dollars 10,498 8,670 
Swiss francs 92 ral 
West German Deutsche marks 45 Sil 
21293 T3708 7, 
ed ae 


Bonds and notes payable in United States dollars include Canadian $6,966 million (1983 - Canadian 
$5,792 million) of Ontario Hydro bonds held by the Province of Ontario and having terms identical 
with Province of Ontario issues sold in the United States on behalf of Ontario Hydro. All bonds and 
notes payable are either held, or guaranteed as to principal and interest, by the Province of Ontario. 


The 1984 balances of bonds and notes payable in foreign currencies are translated into Canadian 
currency at rates of exchange at the end of the year, and the resulting unrealized exchange gains or 
losses are deferred and included in ‘‘Unamortized debt costs” under ‘Other assets’. The 1983 
amounts are translated at rates of exchange at time of issue and if translated at 1983 year-end rates of 
exchange, the total amount of these liabilities would be increased by $925 million as of December 31, 
1983, and there would be a corresponding increase in ‘‘Unamortized debt costs” included under 
-Otherassets.: 


11. Long-term debt (continued) 


Other long-term debt: Year of Interest 
Maturity Rate 1984 1983 
LD END IPEY EE LT LTD ES EL PRETEEN SOE SE SOND SESREE SEK OS TOES GEL 


millions of dollars 


Balance due to Atomic Energy of Canada Limited 


on purchase of Bruce Heavy Water Plant ‘‘A’”’ 1992 7.8% 150 164 
Capitalized lease obligation for the Head Office 
building, payable in U.S. dollars 2005 8.0% 51 4] 
Capitalized lease obligations for transport and 
service equipment 1986 6.8% 
to 1988 to12.0% 12 18 
213 223 
LS Sern ee eae Da OEE 


Payments required on the above debt, excluding interest, will total $101 million over the next five 
years. The amount payable within one year is $20 million (1983 - $20 million). The 1984 balance of 
the capitalized lease obligation for the Head Office building is translated into Canadian currency at 
the rate of exchange at the end of the year. The 1983 amount is translated at the rate of exchange at 
the time the lease was signed and if translated at the year-end rate of exchange, the total amount of 
this liability would be increased by $9 million as of December S11 983: 


12. Accrued irradiated fuel disposal and fixed 
asset removal costs 1984 1983 


millions of dollars 


Accrued irradiated fuel disposal costs 147 110 
Accrued fixed asset removal costs 75 38 
222 148 

Ee Sea ee 


Irradiated fuel disposal costs: 

The significant assumptions used in estimating the future irradiated fuel disposal costs were: 

* an in-service date of the year 2010 for irradiated nuclear fuel disposal facilities (1983 - year 2000); 

* a transportation distance of 1,000 kilometres from nuclear generating facilities to disposal facilit- 
ies (1983 - 1,600 kilometres); 

* interest rates through to the disposal date ranging from 10% to 16% (1983 - 10% to 17%); and 

¢ escalation rates through to the disposal date ranging from 6% to 12% (1983 - 7% to 12%). 

Because of the uncertainties associated with the technology of disposal, and the above factors, these 

costs are subject to change. 
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12. Accrued irradiated fuel disposal and fixed 

asset removal costs (continued) 
Fixed asset removal costs: 
Fixed asset removal costs are the costs of decommissioning nuclear generating stations after the end 
of their service lives, and the costs of removing certain fuel channels from nuclear reactors which are 
expected to be replaced during the life of the reactors. 


The significant assumptions used in estimating decommissioning costs were: 

e decommissioning on the deferred dismantlement basis (dismantlement following storage with 
surveillance for a 30-year period after shutdown of the reactors); 

° a transportation distance of 1,000 kilometres from nuclear generating facilities to disposal facili- 
ties (1983 - 1,600 kilometres); 

e interest rates through to 2061 (1983 - 2060) ranging from 10% to 16% (1983 - 10% to 17%); and 

e escalation rates through to 2061 (1983 - 2060) ranging from 6% to 12% (1983 - 7% to 13%). 


The significant assumptions used in estimating the fuel channel removal costs were: 

e removal of fuel channels in Pickering NGS ‘‘A” units 1 to 4 and Bruce NGS ‘‘A” units 1 to 3 in the 
1994 to 2006 period; 

e interest rates through to 2006 ranging from 10% to 16% (1983 - 10% to 17%); and 

° escalation rates through to 2006 ranging from 6% to 11%(1983 - 7% to 12%). 


Because of the uncertainties associated with the technology of decommissioning and fuel channel 
removal, and the above factors, these costs are subject to change. 


The dates for the removal of fuel channels in Pickering units 1 and 2 have been subsequently revised 
to the period 1984 to 1987. The financial impact of this revision will be included in operating costs 
commencing in 1985 when the provision for removal costs is to be increased and reflected in 
electricity rates. The fuel channel removal costs incurred of $46 million exceed the amounts 
provided as of December 31, 1984 by $38 million. The amount of $38 million is included with “Long- 
term accounts receivable and other assets” and will be recovered through the provision for removal 
costs over the period 1985 to 1987. 


<r 
13. Fuel oil contract 

Ontario Hydro contracted with Petrosar Limited for the purchase of 20,000 barrels of residual fuel oil 
per day through to April 1992. Deliveries for the years 1981 and 1982 were 6% and 2%, respectively, 
of the contract quantities. No deliveries were taken during 1983 and 1984. Amounts have been 
charged to the costs of operations in prior years to provide for settlement with respect to reduced 
deliveries up to and including 1982. Ontario Hydro advised Petrosar Limited on May 24, 1983 that 
the contract is at an end due to Petrosar’s prior undertaking to the Government of Canada to limit its 
production of residual fuel oil to an amount less than the contracted quantities. Petrosar has 
commenced actions claiming damages of $45.5 million and $59.9 million for failure to take the 
contract quantities in 1981 and 1982, respectively. Ontario Hydro has counterclaimed for $39.4 
million paid to Petrosar Limited in 1980, 1981 and 1982 and an accounting for the difference between 
market and contract prices for residual fuel oil supplied since the date of such undertaking. The 
result of these actions and counterclaims and the rights of Petrosar Limited under the contract are 
not determinable. 


14. Other (uses) sources of funds 1984 1983 


millions of dollars 


Proceeds on sales of fixed assets 28 ae) 
Fixed asset removal costs net of salvage proceeds (46) (12) 
Advances for fuel supplies net of amortization 11 (135) 
Increase in long-term accounts receivable and other assets (120) (3) 
(Decrease) increase in long-term accounts payable and accrued charges (14) 85 
Other - net 30 5) 

(111) (37) 


15. (Increase) decrease in working capital excluding long-term debt 


payable within one year 1984 1983 
millions of dollars 
Cash and short-term investments (300) 29 
Accounts receivable 29 (107) 
Fuel for electric generation (214) 43 
Materials and supplies 12 8 
Accounts payable and accrued charges 90 (37) 
Short-term notes payable 23 (87) 
Accrued interest 93 58 
(267) (27) 
La nO 


16. Pension and insurance plans 


Ontario Hydro’s employee benefit programs include pension and insurance plans. The assets of the 
pension, group life insurance and long-term disability plans and the changes in assets during the year 
are shown in the financial statements of The Pension and Insurance Fund, and are not included in 
Ontario Hydro’s financial statements. 


The most recent actuarial valuation of Ontario Hydro’s pension plan as at December 31, 1983 
reported a surplus of approximately $115 million (December 31, 1982 - $16 million). 

The significant actuarial assumptions used in the 1983 and 1982 valuations were: 

¢ rate used to discount future investment income - 8.5%, and future benefits - 8%; 

¢ salary escalation rate - 8%; 

* average retirement age for males - 61.2 and for females - 60.7; and 

* corporate shares valuation - five-year average. 


The experience surplus for 1983 of $129 million, partially offset by an unfunded liability of $30 
million for plan improvements, increased the pension plan surplus by $99 million. 


The pension plan costs for 1984 were $51 million (1983 - $73 million) after the deduction of $28 
million (1983 - $4 million) for the amortization of pension plan surplus. 


The group life insurance plan had a surplus of approximately $33 million as of December 31, 1984 
and 1983. This surplus is available to cover the costs of the group life insurance, long-term disability 
and pension plans. 


ee LU EEE ESSERE! 
17. Research and development 
In 1984, approximately $55 million of research and development costs were charged to operations 
and $17 million were capitalized (1983 - $58 million and $4 million, respectively). 
nn ne UE EEUU EEE EEE 
18. Changes in accounting policies 

Changes in accounting policies, as described in the Summary of Significant Accounting Policies, 
were implemented effective January 1, 1984. These changes have been applied on a prospective basis 
because of the nature of the environment in which Ontario Hydro establishes its electricity rates. 
The financial impact on total operating costs of these changes was reflected in the Corporation's 
1984 electricity rates. 


Total operating costs for the year ended December 31, 1984 were (decreased) increased by the 
following amounts which reflect the financial impact of these changes in accounting policies: 


millions of dollars 
Fixed assets 


Capitalization of training costs (27) 
Earlier capitalization of project development costs (8) 
Change in capitalization of common facilities (47) 


Foreign currency translation 
Amortization of unrealized foreign exchange gains and losses 


on long-term debt 53 
Amortization of foreign exchange gains and losses on early redemption 
of long-term debt (10) 
Net decrease in total operating costs (39) 
eae 


19. Statement of Source of Funds Used for Investment in Fixed Assets 


The Statement of Source of Funds Used for Investment in Fixed Assets has been revised to highlight 
that funds used for investment in fixed assets are provided from two primary sources, operations and 
financing. Investment in fixed assets is Ontario Hydro’s total expenditures on capital assets during 
the year. In 1983, this statement was titled Statement of Changes in Financial Position. The 1983 
amounts have been reclassified to conform with the 1984 presentation. 


—.stsiaisCi‘séiéC##®#NO#®#NC:iwsitiéiCiiésCOOCN®CCOCCNC(CC*i#CO#;C®C'C*C#C#lCCCtsss_sCi*ss—sCi‘“ (Wt 
Auditors’ Report 


To the Board of Directors of Ontario Hydro: 


We have examined the statement of financial position of Ontario Hydro as at December 31, 1984 
and the statements of operations, equities accumulated through debt retirement appropriations, 
reserve for stabilization of rates and contingencies and source of funds used for investment in fixed 
assets for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of Ontario 
Hydro as at December 31, 1984 and the results of its operations and the source of funds used for 
investment in fixed assets for the year then ended in accordance with generally accepted 
accounting principles. Further, in our opinion, such principles, except for the changes in 
accounting for foreign currency translation, common facility costs, training costs and project 
development costs as described in the summary of significant accounting policies and note 18, 
have been applied on a basis consistent with that of the preceding year. 


Toronto, Canada, CLARKSON GORDON 
March 11, 1985. Chartered Accountants 
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SEE Five-Year Summary of Financial Statistics _—_—_—_—__— 


er 


1984 1983 1982 1981 1980 
NTS IE RT EL A ELE TELLS ITS ET LSE ESI IS LTO OT, 
millions of dollars 
Revenues 
Primary power and energy 
Municipal utilities 2,555 2265 1,997 1,800 1,603 
Rural retail customers FA 644 576 546 513 
Direct industrial customers 516 448 395 391 342 
3,783 Broo 2,968 eh St. 2,458 
Secondary power and energy 429 448 419 424 361 
4,212 3,805 3,387 3) 16! 2,819 
Costs ee eae a oa a as 
Operation, maintenance and 
administration 884 952, 854 765 618 
Fuel used for electric generation") 1,036 978 877 742 674 
Depreciation 476 396 348 o25) 306 
Other"! 174 197 ING Des 170 
_ SERS USES SIS SS EE TES SEAT TE TEE ES ESSE SESE LE ETE TT EEE I, 
2,570 pons 2,296 2,045 1,768 
|RSS SAR RSS EET LL SL IIL LE LSE LEE LTTE TE LOTTE, 
Income before financing charges 
and extraordinary item 1,642 1,288 1,091 1 kG 105% 
Financing charges 
Gross interest 2,322 2,01) 1,708 370) 1,166 
Capitalized interest (1,293) (1,194) (968) (628) (401) 
Investment income (80) (58) (67) (85) (109) 
Foreign exchange 118 56 70 52 19 
a a 
1,067 816 743 709 675 
Income before extraordinary item 575 472 348 407 376 
Extraordinary item _ ~~ — — 160 
Netiicomes) 9 ee eee ee 
Financial position 
Total assets 27,301 23,194 20,721 17,830 15,594 
Fixed assets 22,147 19,948 17,600 15,448 13,630 
Long-term debt 20,659 Lior Spetse 13,663 12,005 
Equity 4,084 3,509 3,057 2,690 2,284 
ARE RL PEI SE LE DE I IES EE ESSE IEE SLR LANL ELE DLO 
Sources and use of funds"! 
Funds from operations 1,246 987 820 “il 698 
Funds from financing 1,756 1823 yee lO) 173) 876 
Investment in fixed assets 2,624 2,746 2,885 2,154 1,574 
ee 
Financial indicators 
Interest coverage” 1.25 1.24 1.20 1.30 1.32 
Debt ratio") .833 .840 845 841 846 


1984 1983 1982 1981 1980 


in cents per kilowatt-hour of total energy sales 


Average revenue") 
Primary power and energy 


Municipal utilities 3.440 OL) 2.981 DAO 2.470 
Rural retail customers 5.143 SOI 4.475 4.269 3.970 
Direct industrial customers 2.896 2.740 2.614 2290 2.080 
Secondary power and energy 4.037 3.768 3.895 3.838 3.363 
All classifications combined 3.586 3.409 3.203 2.945 2.685 


expressed as a % 
Average rate increases 


Municipal utilities 8.0 Say 9.6 O23 8.6 
Rural retail customers TS 8.8 8.7 iN hes 6.2; 
Direct industrial customers 7.6 8.5 10.0 9.6 al 


in cents per kilowatt-hour of energy generated 
Average cost'*)'°) 


Hydraulic 
Operation, maintenance 
and administration .184 159 L73 .149 .109 
Fuel - water rentals .164 UO 073 .066 .058 
Depreciation and 
financing charges .384 345 .360 “Oo! 324 
SSCS SS 
Soe, .580 .606 .566 491 
SS SS SS ZS SS 
Nuclear 
Operation, maintenance 
and administration .506 491 .487 411 349 
Fuel - uranium .361 oor 384 wad eS) 
Depreciation and 
financing charges 1.330 1.026 .883 .807 HESS) 
LS NSS SSS SE SES ST PS SSD SNE 
2.197 1.874 1.754 1.450 i553 
SS ST SE ES ES SSS SSE 
Fossil 
Operation, maintenance 
and administration .348 .368 402 374 342 
Fuel - coal, gas and oil 2.500 2.4.17 Teew rs} 2.097 1.856 
Depreciation and 
financing charges 097 .586 .683 Ol .645 
LS LT ES TET SE SE EET LS ESL RCE A ER EE OED REO IOS 
3.445 3.001 3413 S2052 2.843 
Footnotes 


(1) Figures for 1980-1983 have been reclassified to conform with the 1984 financial statement presentation. 

(2) Interest coverage represents income before extraordinary item plus interest on bonds, notes, and other debt 
divided by interest on bonds, notes, and other debt. 

(3) Debt ratio represents debt (bonds and notes payable, short-term notes payable, other long-term debt, and 
accrued irradiated fuel disposal and fixed asset removal costs less unamortized foreign exchange gains and 
losses) divided by debt plus equity. 

(4) Figures for 1984 are preliminary. 

(5) Average cost per kilowatt-hour represents the costs attributable to generation but excludes the costs related 
to transmission, distribution and corporate administrative activities. These figures reflect the historical 
accounting costs of operating facilities and the actual energy generated by these facilities during the year. 
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ME Comparative Statistics eee 


1984 1983 1982 1981 1980 
LS 

Customer statistics" in millions of kilowatt-hours 

Primary energy sales 

Municipal utilities 74,285 70,601 67,019 66,416 64,899 
Rural retail 13,845 12,825 12,867 123783 12,936 
Direct industrial 17,816 16,348 ey ai) 175077 16,432 
DN sl 
105,946 99,774 95,005 96,276 94,267 
Fe Na 
Secondary energy sales 10,627 115900 10,753 11,063 10/729 


in thousands 
Total Ontario customers: 


Residential 2,658 2,604 2,509) 2,526 2,493 
Farm 107 108 110 110 112 
Commercial and industrial 343 339 be 329 322, 
EE 

3,108 3,051 3,004 2,967 2,927 


in kilowatt-hours per customer 
Average annual use: 


Residential 10,300 10,149 9,976 9/852 9,821 
Farm 22,556 2589 SAA) ZOOL 19,978 
Commercial and industrial 210,000 200,436 194,376 204,575 202,992 


in cents per kilowatt-hour 
Average revenue: 


Residential 5.06 4.69 4.34 3.96 3.60 
Farm 5.24 4.87 4.50 4.11 3.74 
Commercial and industrial 3./7 3.00 B25 AOD) 2.66 
emma, 
Operating statistics 
Dependable peak capacity (000 kW)” 26,612 25,269 24,906 24,595 24,457 
December primary peak 
demand ('000 kW) 18,052 18,792 16,872 16,600 16,808 
Primary energy made 
available (‘000,000 kWeh) 112,293 106,071 100,836 101,659 100,174 
Total staff, average for year 29,613 3200 32,654 30,850 28,902 
a 
Footnotes 


(1) Figures for 1984 are preliminary. Two former direct industrial customers are now included in the municipal 
utilities total: Great Lakes Power (709 million kWeh); Gananoque Light and Power Ltd. (60 million kWeh). 
(2) Includes mothballed generation: 1984 - 3,999,200 kW; 1983 - 3,783,200 kW; 1982 - 3,034,200 kW; 
1981 - 1,913,000 kW; and 1980 - 1,704,000 kW. 
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Ontario Hydro has 
met the diverse elec- 
trical needs of resi- 
dential, commercial 
and industrial cus- 
tomers across the 
. province for many 
years. Guaranteeing 
Ontario with the 
same level of service 
in the future is the 
challenge that lies 


ahead. Meeting that 
challenge tomorrow 
begins with planning 
today. 


Report of the 
Board of Directors of 
Ontario Hydro for the Year 1985 


To: 
The Honourable Vincent G. Kerrio, 
Minister of Energy 


We, the Board of Directors, submit to 
you this report of the financial posi- 
tion and relevant Ontario Hydro 
activities for the year 1985. We would 
like to thank you and the staff of the 
Ministry of Energy for the cooperation 
and understanding extended during 
the year. 


On behalf of the Board, 


Tom Campbell, Chairman 
April, 1986 


ntario Hydro is a corpora- 
tion without share capital created by a 
special statute of the Province of 
Ontario in 1906. It now operates 
under the authority of the Power Cor- 
poration Act, R.S.O. 1980, Chapter 
384, as amended, with broad powers 
to generate, supply and deliver electric 
power throughout the province. It is 
also authorized to produce and sell 
steam and hot water as primary prod- 
ucts. The Corporation’s prime objec- 
tive is to supply the people of Ontario 
with electricity at the lowest feasible 
cost consistent with high safety and 
quality of service standards. 

Ontario Hydro’s main activity is 
wholesaling electric power to munici- 
pal utilities in urban areas who, in 
turn, retail it to customers in their 
service areas. Ontario Hydro also 
serves directly more than 100 large 
industrial customers and 797,555 
rural retail customers in areas or com- 
munities not served by municipal 
utilities. In 1985, approximately 
3,166,000 customers were served by 


The Corporation 


Ontario Hydro and the municipal 
utilities in the province. 

Ontario Hydro operates 81 hydrau- 
lic, fossil and nuclear generating 
stations and an extensive power grid 
across Ontario to meet the province's 
demands for electric energy. Inter- 
connections with other systems place 
the Corporation in an extensive 
electrical grid that covers a large seg- 


ment of the North American continent. 


In addition, Ontario Hydro exer- 
cises certain regulatory functions over 
municipal utilities and also exercises 
the approval and inspection functions 
for electrical equipment (in conjunc- 
tion with the Canadian Standards 
Association) and electrical wiring 
installations throughout the province. 

Ontario Hydro is a financially self- 
sustaining corporation. The Prov- 
ince of Ontario guarantees bonds and 
notes issued to the public by the 
Corporation. 

Ontario Hydro’s head office is 
located at 700 University Avenue, 
Toronto, Ontario. For administrative 


and operational purposes, six regioné 
and 51 area offices are maintained 
throughout the province. 

The business and affairs of Ontari 
Hydro are directed and controlled by 
a board of directors consisting of a 
chairman, a president, a vice-chair- 
man, and not more than 10 other dit 
tors. All of the members of the Boarc 
who represent a broad spectrum of 
Ontario society, are appointed by th 
Lieutenant Governor in Council of t 
province except the president who 1s 
full-time employee of the Corporati¢ 
appointed by the Board. 

To assist the Board in directing th 
Corporation’s affairs, there are five 
Committees of the Board—Finance, 
Audit, Management Resources, Soci 
Responsibility, and Technical Advi- 
sory. These committees review and» 
make recommendations to the 
Board on matters within their terms 
of reference. 


Meeting Future Energy Needs 


Choices, 
Options, 
Directions 


n the early years of this century, Ontario Hydro was created to meet a growing province’s demand 
w reliable and affordable electric power. For over three-quarters of a century, we have met that 
emand, providing the people and industries of Ontario with electricity when and where they need it. 
As we move toward a new century, our commitment to reliable and economical electricity continues 
) direct our activities. But to meet that commitment tomorrow, we have to start planning today. 
Unlike other energy forms such as oil or natural gas, electricity can’t be stored for future use. 
lowever, our supply system still has to be able to meet the electricity needs of our customers on the 
arkest and coldest day of the year. 

How much power will we need on a frigid January day 12 years from now? That’s an important 
westion because it takes that long to plan and build for emerging needs. It is also a tough question 
cause there are so many variables affecting electricity use in everything from competing energy 
‘ices, to changes in population, to levels of economic growth. 

Even taking all these into account, we recognize that the future can unfold in a number of different 
ays. So, in making our forecasts, we look at a wide range of possible scenarios. According to the most 
‘obable scenario, we expect a growth in demand for electricity of 2.6 per cent annually until the 

ar 2000. 

But things could be different. Demand growth could be significantly higher or lower. When 
‘ojected to the end of this century, the difference between our upper and lower forecasts is about 
000 megawatts. An additional 12,000 megawatts of demand is equivalent to just over three 
arlington-sized stations. (Darlington’s installed capacity will be 3,600 megawatts.) 

So we have to plan carefully. Right now, we have enough power in place to meet our current needs. 

h the completion of our Darlington station in 1992, we will be able to meet the province’s most 
bable level of demand for electricity through the late 1990s, along with maintaining a customary 


We 


erve margin” of power for emergencies. 
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But what will we do then? If we’re going to need more power, common sense tells us we had better 
start considering our choices now. We have a number of options for meeting future electricity needs — 
some on the supply side and some on the demand side. The prudent course is to explore these various 
options and determine which combination will allow us to meet future demand in the most efficient 
and cost-effective way. 

So what are our electricity choices for the future? Ultimately, we can generate tt ourselves, buy it 
from someone else, or control how much of it we need. We believe the best course for our energy future 
will be a combination of all three. ; 

One supply option that we’ve chosen in the past is building new plants. 

Hydraulic power was the cornerstone of Ontario H ydro’s supply system. But we're running out of 
large potential sites where the water falls far enough and fast enough to produce significant amounts @ 
economical power. Even so, we are now exploring what smaller sites can offer. 

While the potential for additional coal-fired stations is high, the practical problems of fuel prices ant 
acid gas emissions have to be surmounted. 

Finally, there’s nuclear energy. It has been a part of H ydro’s supply system for more than 20 years. 
With the completion of our Darlington station, nuclear energy will play a predominant role in | 
Ontario’s electricity supply. | 

Building any plant —nuclear, coal, or hydraulic —is a costly and time-consuming process. A hydraul 
or coal-fired plant takes about 10 years to build. For a nuclear plant, the lead time could be up to 14 
years. And, in a climate of uncertain demand, committing ourselves to major new plants may not be 
the most flexible solution to meeting our energy needs. 

We may, however, be able to refurbish older plants. For example, Ontario Hydro has over 12,000 
megawatts of fossil-fired capacity. Several of our coal units are coming close to the end of their service 
lives. By refurbishing these older plants, we can lengthen their service lives significantly. At the sam 
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e€, we can equip these plants with state-of-the-art emission control technology, thereby reducing acid 
1S emissions. 
| Other supply options include alternate energy sources such as solar and wind power or the burning 
) municipal solid waste (MSW). While not likely to be major contributors to Ontario’s power supply, 
ese sources could be valuable in specialized applications. Using specialized applications where | 
appropriate is part of our planning philosophy. We recognize that energy needs will develop differently 
| various parts of the province, and that some options will work better in some areas. Our planning 
ill reflect that diversity. 
Beyond generating electricity ourselves, we could buy it from other utilities and producers. We do 
| port some power today, in peak and emergency situations or when buying it is more economical than 
foducing it ourselves. We may consider making more firm purchase arrangements with neighbouring 
ilities so that the imported power acts as a dependable supplement to our power supply. In addition, 
e may be able to tap into other sources of generation within the province by encouraging independent 
oducers to sell power to us through cogeneration or other parallel generation schemes. 
‘There is another alternative. Rather than always increasing supply to meet the demand for 
: etricity, we can also moderate that demand. This can, in turn, reduce the need for more supply. 
2at's the essence of demand management. We’ve been practising demand management through 
mservation for several years. In fact, conservation and other demand-oriented options are likely to 
ay a significant part in tomorrow’s energy picture. 
Which of these options will we choose? That’s what we're determining right now. Looking at a whole 
nge of options will help us find out how we can best meet Ontario’s electricity needs in the coming 


ars. It’s clear that no single option will do this. Rather, a combination of options, carefully chosen and 
operly timed, will be the key to our electricity future. 


, 


Chairman’s Message 


During 1985, Ontario continued to 
benefit from a strengthening economy. 
The improvement in the provincial 
economy was reflected in an increased 
demand for electrical power. As the 
province’s main producer of elec- 
tricity, Ontario Hydro is responsible 
for meeting that demand. 

It is a responsibility we take very 
seriously, and a job we do well. 
Ontario Hydro has been successfully 
meeting Ontario’s electricity demand 
for over 79 years. Our rates remain 
among the lowest in the world, our 
service is reliable, and our commit- 
ment to high safety and environmental 
standards is firm. 

The system we have in place now, 
with the addition of Darlington, and 
the much-needed transmission facili- 
ties in eastern and southwestern 
Ontario, will meet electrical energy 
needs in the short term. However, 
Ontario Hydro must also ensure that 
the province has the electrical energy 
it needs in the longer term. 

For the last 15 years, growth in 
demand for electricity has outpaced 
economic growth. Our forecast for 
annual load growth to the end of the 
century is 2.6 per cent. Yet, this year 
our actual growth was over 3 per cent. 
And it appears that electricity con- 
sumption will continue to increase. In 
fact, global electricity generation is 
expected to double by the year 2000. 
So sound management principles dic- 
tate that we start planning now to 
secure Ontario’s energy future. 

Electricity is not Ontario’s only 
energy option but it is quickly becom- 
ing the province’s most attractive one. 
There are good reasons for its emer- 
gence as Ontario’s preferred energy. 


In the high-voltage 
laboratory, researck 
technologist, Rob 
Cilic, describes 
some of the lab 
equipment to Chair 
man Tom Campbell 


First, electricity is primarily a 
made-in-Ontario form of energy. 
Ontario Hydro meets over two-thirds 
of the province’s electricity demand 
with a blend of hydraulic and nuclear 
generation. Using Ontario’s abundant 
stock of water and uranium protects 
the province from fluctuations in the 
cost and availability of imported 
forms of energy. The remaining one- 
third of Ontario’s electricity is pro- 
duced from coal. 

As well, electricity is more versatile 
and controllable than other energies. 
This property makes electricity ideal 
for electrically-intensive processes. 
Some of Ontario’s major industries, 
such as pulp and paper or iron and 
steel, are finding more and better uses 
for electrical energy. As Ontario shift: 
toward an economy shared increas- | 
ingly by high-tech industries, the 
application of these and other electro: 
technological processes becomes 
vital to keeping provincial industries 
competitive. 

Ontario Hydro is not just inthe 
business of producing electricity. By 
keeping rates low, we provide an 
underlying support for the whole 
provincial economy. A stable and lov 
cost electricity supply encourages ani 
attracts new investment. | 

So there are many reasons why 
electricity will continue to be the 
province’s preferred form of energy 
and why Ontario’s economic well- 
being will depend on a secure supply 
of electricity. These reasons emphasi’ 
the need to start planning now for 
electricity requirements beyond the | 
1990s. | 

This year has brought us closer to 
defining future electricity require- | 


nts and identifying the choices we 

e to meet those needs. We are study- 

both supply and demand options 
letermine the direction our electric- 

planning should take. Whatever 

t direction, our customers will play 
iajor role in helping us evaluate the 
ions; their participation is key to 
planning decisions. As always, 
commitment to our customers 

s hand in hand with our commit- 

at to an affordable, reliable and 
electricity system. 

“he most important asset we at 

lro have is our people. Their exper- 
dedication, and hard work will be 
ssential in the coming years as they 
ie always been. I’d like to thank all 
‘employees for their contribution 
ing 1985. I would also like to thank 
Board of Directors for their guid- 
», and the municipal electrical utili- 
_ together with their representative 
inizations, for their cooperation 


and support in serving the electricity 
consumers of Ontario. 

I would like to extend a very 
special thanks to Hydro President 
Milan Nastich, who retired from the 
Corporation this year after a remark- 
able 37-year career with Ontario 
Hydro. Milan Nastich’s foresight and 
sound leadership proved invaluable 
to the Corporation. He leaves an 
outstanding record of achievement. 

Finally, I would like to welcome 
Milan Nastich’s successor, Robert 
C. Franklin, appointed President by 
the Ontario Hydro Board of Directors, 
effective February 3, 1986. Mr. 
Franklin comes to Ontario Hydro 
with many years of experience in a 
large public service company: he 
served as President of CN Enterprises, 
Executive Vice-President of CN 
Railways, and Chairman of the Board 
of CNCP Telecommunications. 


The Year in Review 


The diffuser- 
discharge tunnel 
constructed at the 
Darlington Nuclear 
Generating Station 
will hold the warm 
water discharged 
from the station 
before entering the 
lake. While in the 
tunnel, the dis- 
charged water mixes 
with lake water 
which seeps into the 
tunnel through spe- 
cially designed out- 
lets, thus further pro- 
tecting the shoreline 
environment. 


Changing with Ontario 

In 1985, more clearly than ever before, 
Ontario Hydro remained a corpora- 
tion responding to the changing needs 
and priorities of Ontario’s citizens. 

As the province’s economy 
recovered from the recession of the 
early 1980s, demand for electricity 
started to pick up. And that trend 
continued during 1985. Primary sales 
of electricity —that is, delivery of 
energy to Ontario customers—climbed 
3.1 per cent in 1985. This is consistent 


with the 3.2 per cent average annual 
energy growth during the last five 
years. Fully 16 billion kilowatt-hour 
of electricity were delivered to provi 
cial consumers. 

Ontario Hydro’s rural retail 
system experienced a growth of over 
15,000 customers in 1985, bringing t! 
total number of customers now servé 
to almost 800,000. This two per cent 
increase is the largest in almost 10 
years and continues the trend of the 
last four years. 

Ontario Hydro also provides elec 
tricity, by means of diesel generators 
to many remote northern Ontario 
communities which are isolated fror 
the provincial electricity grid. A toté 
of 18 remote communities, generally 
populated by native people, were serv 
in 1985 in accordance with conditio 
agreed to by Ontario Hydro, with 
financial support from the provincié 
and federal governments. 

Hydro also sold power to neigh- 
bouring utilities, chiefly in the Unite 
States. Revenues from these seconda 
sales help to keep rates low in Ontal 


they strengthen Canada’s balance 
ayments. In 1985, Hydro earned 

) million from electricity exports 
.6 billion kilowatt-hours. 

n all, Hydro delivered 124.6 billion 
watt-hours of electricity to its 

ary and secondary customers. 
Jong with the total consumption 
ectricity, peak demand also 

bed in 1985. Lower-than-normal 
ember temperatures meant that 
lemand for electricity reached 

rd heights. Consumption records 
> surpassed three times during the 
th. The December 18 peak demand 
).5 million kilowatts was well 

e the 1984 record of 18 million 
vatts. This is the largest absolute 
-ase in load in Ontario Hydro’s 
Ty. 

uclear energy accounted for an 
ecedented 39 per cent—or 48.5 

m kilowatt-hours -—of Ontario’s 
ricity. Ontario Hydro will rely 
‘asingly on nuclear energy in the 
ng years as new units now under 
(ruction are completed. In fact, 
xpected that two-thirds of 


Ontario’s electricity will be generated 
by nuclear energy in the 1990s. By 
lessening the province’s reliance on 
fossil fuels, CANDU plants contribute 
to reducing acid gas emissions. These 
units also help keep rates low, since a 
kilowatt-hour of electricity from 
nuclear generation costs 2.92 cents, 
compared with 3.91 cents from a 

coal unit. 

The Corporation also depended on 
two other major sources of generation — 
hydraulic and thermal. 

Hydraulic energy is Ontario’s least- 
cost source of generation, at about 
0.82 cents per kilowatt-hour. In 1985, 
hydraulic stations supplied 30 per cent 
of the total energy generated. In abso- 
lute terms, water power accounted for 
37.4 billion kilowatt-hours in 1985. 

Hydro’s coal-burning plants pro- 
vided 24 per cent, or 29.9 billion 
kilowatt-hours, of Ontario Hydro’s 
generation in 1985. Thermal stations 
retain an important place in Hydro’s 
planning because they provide the sys- 
tem with much-needed flexibility. They 
can be brought on-line in a matter of 


Energy Made Available 
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hours, and they supply crucial “peak- and services that Hydro purchased 
ing power” during the coldest months. in 1985 rose by $67 million to $977 
Finally, Hydro bought power from million. 
other utilities, most of it from Quebec Hydro’s net borrowing has also 
and Manitoba. These purchases pro- declined as construction activity 
vided 7 per cent of Hydro’s electricity declines. Between 1982 and 1985, gre 
requirements, or 8.8 billion kilowatt- borrowings dropped from $2,805 m 
hours, at a cost of $163 million. This lion to $1,781 million, while net bor- 
purchased electricity helped reduce rowings fell still more sharply, from 
Hydro’s dependence on costlier fossil- $2,172 million to $757 million. This 
fuelled plants. trend toward lower net borrowing 
Although Hydro is currently should continue into the 1990s. 
winding down a period of major con- All of these considerations — 
struction activity, we continue to pro- growing reliance on nuclear energy. 
vide a significant number of direct downsizing, diminished building 
and indirect jobs in that field. In 1985, activity, and lower net borrowing— 
we provided 9,000 person-years of will help Ontario Hydro to keep rat 
construction labour and 4,800 person- _ affordable during the coming years. 
years of project management and In 1985, the Corporation initially 
engineering. These figures are expected _ proposed an average increase of 3.6 
to decline in coming years as Hydro’s per cent for 1986, while the Ontario 
building program winds down. Energy Board recommended 4.9 pe 
New contracts for goods and ser- cent. The final figure—4.0 per cent, 
vices fell from $816 million in 1984 to which was approved by Hydro’s Boi 
$722 million in 1985. Roughly 82 per of Directors in October — represents 
cent of these orders were placed with the lowest rate increase in 20 years 
Canadian companies, chiefly in municipal utilities, and the lowest f 


Ontario. However, the value of goods direct industrial customers in 14 yee 


In May 31, 1985, a 
yrnado tore through 
entral Ontario 
evastating parts of 
arrie, Grand Valley, 
rangeville, Alliston 
nd Tottenham. 
everal transmission 
ywers in the area 
ere ripped from 

1e ground. Hydro 
rews worked 

round the clock to 
store power to 

ost of the affected 
istomers within 

vo days. 


Hydro’s effort to keep rates low also 
elps make Ontario an attractive 
lace for industrial development. 
lectricity rates in this province are 
mong the lowest in the world, well 
2low the charges for a kilowatt-hour 
. Germany, France, and Sweden, and 
ss than half the levels in Japan and 
}many U.S. cities. 


85 Highlights 

the spring, Hydro and the Ontario 
ydro Employees Union (OHEU) were 
lable to reach a satisfactory settle- 
ent of contract negotiations. As a 
sult, early in May, the 15,000 employ- 
$ represented by the union went on 
‘ike. It was the first such job action 
ice 1972, and only the third in the 
rporation’s 79-year history. 

A new agreement, calling for a 
sumption of work and a process of 
ediation and arbitration of outstand- 
¥ issues, was reached 12 days after 
> strike began. Both sides then signed 
wo-year collective agreement. The 
ovincial arbitrator subsequently 
varded OHEU members a 5 per cent 
y increase and strengthened the pro- 
ions for job security. 

On Friday, May 31, Ontario Hydro 
ed another challenge —a series of 
nadoes that levelled homes and 
wer lines in central Ontario. The 
rm toppled four towers on the 
uce-to-Milton 500-kilovolt line and 

towers on the 500-kilovolt line 

‘ween E'ssa and Claireville, as well 
towers on two 230-kilovolt lines and 
les on countless low voltage lines. 
Emergency control centres were set 

in Head Office and in the Georgian 

y, Central and Western regions to 
ordinate the movement of employees 
d materials. Employees worked 
und the clock in these regional and 
a offices, as well as at Hydro’s 
ling Complex, to keep supplies 


moving to the stricken areas. Within 
days, wooden pole bypasses had been 
erected and service restored to most 
customers. Hydro’s staff also con- 
tributed very generously to a Tornado 
Relief Fund. 

The sudden, massive damage 
caused by the storms triggered the first 
operation of the new Bruce Load and 
Generation Rejection (LGR) System 
Protection Plan. This automated con- 
trol plan, in service since March 7, 
was designed to deal with loss of the 
Bruce-to-Milton 500-kilovolt line. 
Whenever both circuits of that trans- 
mission line are unexpectedly removed 
from service simultaneously, the LGR 
system immediately cuts off up to four 
of the Bruce generators and up to 1,500 
megawatts of customer load to protect 
the integrity of the interconnected 
transmission grid and limit the extent 
of customer interruptions. On May 31, 
the plan served its purpose well. 

Later in the year, Ontario Hydro 
responded to Massachusetts Electric’s 
appeal for assistance in dealing with 
the aftermath of Hurricane Gloria. 
The September storm downed power 
lines throughout New England and 
left more than 100,000 consumers in 
that part of the U.S. without elec- 
tricity. With less than 12 hours’ notice, 
Hydro sent 20 line crews and five 
forestry crews south. Putting in 
16-hour days, Hydro employees helped 
restore power in both Massachusetts 
and Rhode Island. 

During September and October, the 
provincial Select Committee on Energy 
held hearings on the Corporation’s 
plans and activities. Twenty-one indi- 
viduals from Ontario Hydro appeared 
before the Committee, as did 102 other 
witnesses representing a broad range 
of groups and viewpoints. In all, Hydro 
committed internal resources in excess 
of 8,000 hours to this task in 1985. 
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The hearings focused on the future 
of the Darlington Nuclear Generating 
Station. Hydro’s management and 
employee representatives welcomed 
the opportunity to discuss Darlington’s 
role in Ontario’s future electricity sup- 
ply. Even if demand were to grow as 
slowly as one per cent a year, Darling- 
ton would still be needed to meet 
power demands economically in the 
1990s. The Committee was told that 
cancellation of two of the four units 
would significantly raise electricity 
rates, as well as increase acid gas 
emissions. 

In December, the Select Committee 
issued an interim report with three 
recommendations. The first two called 
for a closer examination of the relation- 
ship between the provincial govern- 
ment and Hydro, and a further review 
of Hydro’s options for meeting future 
energy needs. The third recommenda- 
tion urged that contracts for Darling- 
ton units 3 and 4 only be awarded for 
materials required for construction 
during the next six months while the 
desirability of continuing construction 
could be more thoroughly assessed. 
The Committee’s final report is 
expected in mid-1966. 


Coal’s Continuing Contribution 
Coal-fired stations provide Ontario 
Hydro’s generating system with an 
important element of flexibility. For 
example, on several days in January 
1985, coal-fired plants supplied more 
than 40 per cent of power during this 
peak period when cold weather and 
shut-down nuclear units put severe 
pressure on Hydro’s power resources. 
In November, the Corporation 
placed in service a new coal-fired 
plant, Atikokan Generating Station, 
located 225 kilometres west of Thunder 
Bay. This $748-million, 200-megawatt 
facility is capable of supplying 20 per 


a) 


Ontario Hydro 
officially opened 
Atikokan Generat- 
ing Station, on 
November 27,1985. 
Atikokan burns low- 
sulphur coal (lig- 
nite). The 200- 
megawatt unit 
increases generating 
resources in the 
northwest by 20 per 
cent. It also boosts 
the region’s self-suf- 
ficiency, which in 
turn makes north- 
western Ontario 
more attractive to 
industry. 


cent of northwestern Ontario’s elec- 
trical needs. It also increases the reli- 
ability of the local power system. 

Construction of this plant strongly 
benefited the local economy which 
had been severely affected by the clos: 
ing of nearby iron mines. Many local 
workers were hired over the course of 
seven years to build the station. Fifty- 
five people are employed full-time to 
operate the plant. ) 

Hydro and the Ministry of the 
Environment are committed to pro- 
tecting the air, water, and land aroun 
the Atikokan station. Continuous mo 
itoring of air and water will ensure 
that acidic emissions are low and dis- 
charge water meets all regulations. 
Low-sulphur Canadian lignite is 
burned to help reduce sulphur dioxid 
emissions, and fly ash collection sys- 
tems eliminate 99.5 per cent of parti- 
cles from the gases before they enter 
the stack. 


Hydro’s Acid Gas Reduction Strategy 
Hydro is committed to reduce sharpl 
the level of acid gas emissions from 
our coal-burning stations. The chief | 
objects of concern are sulphur dioxid 
and nitrogen oxides, which are creatt 
during the coal combustion process. | 
In 1985, total emissions from Ontaric 
Hydro’s coal-fired stations were abot 
400,000 tonnes, a significant decline 
from the 1984 total of 519,000 tonnes 
In December 1985, new regulatiot 
were issued by the provincial govern 
ment. The limit in and after 1986 wi 
reduced from 450,000 to 430,000 
tonnes, the limit in and after 1990 | 
was reduced from 300,000 to 280,00 
tonnes, and the limit in and after 
1994 was reduced from 300,000 to | 
215,000 tonnes. This directive puts | 
increasing pressure on Ontario Hyd) 
to meet the new emission limit ina | 
reliable and cost-effective way, but \ 


| 


confident that we can meet this 

v target successfully. 

he Corporation is exploring several 
roaches to reducing acid gas emis- 
is while continuing to provide reli- 
e and affordable power to Ontario’s 
zens. Increased use of nuclear 

rgy is one part of the solution. A key 
nent in Hydro’s reduction strategy 
reliance on our CANDU nuclear 
ts— those now in operation and 

se under construction at Bruce and 
lington—and hydraulic stations to 
t the bulk of Ontario’s electricity 
uirements. As well, Hydro is 

loring the possibility of increased 
chases of electricity from neigh- 
ring utilities in the 1990s. 
Jontrolling the sulphur content of 
coal burned is another part of our 
iction strategy. Hydro washes most 
1e bituminous coal used to remove 
ace sulphur. Low-sulphur, western 
adian, bituminous coal is blended 
1 high-sulphur, higher-combustibil- 
American coal at Nanticoke Ther- 
Generating Station. This blending 
eves the required combustion 


characteristics for which the Nanti- 


coke units were designed. These steps - 


already have had an impact. In the 
last 10 years, the average sulphur con- 
tent of the coal Hydro burns has 
decreased to 1.6 per cent from 2.4 per 
cent. 

Hydro carried out preliminary 
tests during 1985 on limestone injec- 
tion scrubbing at one 300-megawatt 
unit at its Lakeview Generating 
Station. In this process, powdered 
limestone is blown directly into the 
furnace where it combines with the 
sulphur dioxide to form calcium sul- 
phate, which is then collected with the 
ash. This approach promises to be less 
expensive than the installation of flue 
gas scrubbers. Initial results of 
removal of up to 40 per cent of the 
sulphur dioxide are encouraging, and 
efforts to improve this process will 
continue in 1986. 

The Corporation is also working 
with the Tennessee Valley Authority 
(TVA) in the United States on the 
development of a lime spray dryer 


system to reduce sulphur dioxide in 
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the flue gas. Tests should begin in the 
fall of 1986 at TVA’s Shawnee Power 
Plant. 

Other efforts have focused on the 
reduction of nitrogen oxide emissions. 
In 1983, a burner modification pro- 
gram was tested on Nanticoke units 5 
and 6. These two units were fitted with 
low-nitrogen oxide burner nozzles. 

As a result, nitrogen oxide emissions 
were lower; however, the modifica- 
tions also decreased efficiency and 
increased particulate emissions. Fur- 
ther testing in 1985 solved these prob- 
lems so that satisfactory boiler effi- 
ciency has been attained, the 
particulate emissions have been 
eliminated, and a 30 per cent reduc- 
tion of nitrogen oxide emissions has 
been reached. 


Ontario’s Hydraulic Resources 
Since the establishment of Ontario 
Hydro in 1906, water power has been 


the cornerstone of Ontario’s electricity 


supply and continues to provide much 
of the province’s electrical energy. 
While the potential for increasing 
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the role of hydraulic power is limited 
several developments in 1985 markec 
the Corporation’s continuing involve 
ment with hydroelectric power. A 
program was instituted to check the 
safety of all 280 dams that Hydro 
operates, as the average age of these 
structures is 50 years. Such an assess 
ment is one of our safety priorities. 
The complete inspection of these fac 
ities is expected to take seven years. 

Hydro’s Board of Directors also 
approved the study of three possible 
sites for the development or redevele 
ment of hydroelectric stations. 

A new station on the Little Jackfis 
River, which flows into Lake Nipigo 
in northwestern Ontario, could be ir 
service by the end of 1993. The existi 
hydraulic stations on the Mattagam 
River in northern Ontario are a sec- 
ond area of interest. Extensions and 
redevelopment of these stations coul 
produce 856 megawatts of electricit 
almost double their present capacity 
Finally, Hydro is investigating the 
possibility of replacing some of the 
older facilities at Niagara Falls with 


The success of 
Intario Hydro’s 
juclear program is 
jue partially to the 
somprehensive 
raining that nuclear 
yperators receive. 

(he nuclear training 
imulator, located at 
ickering , is an 

‘xact replica of the 
tation’s control cen- A 
re. Here, operators- 
n-training can get 
ome hands-on expe- 
jence in running a 
iuclear plant. 


&.s a heavily industrialized province, Ontario has cons 


able potential. for cogeneration. This process can comi 
production of both electricity and steam heat from a si 


source. It is particularly attractive if that fuel is a waste p 
Hydro is exploring which incentives are most effective 


0 n encour 


ing more industrial cogeneration because it could provide 1 
. L 
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province with an additional source of generation for 


example, we recently signed an agreement with Chaple 
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ation Limited to buy electricity produced from the wood w 
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local lumbering operations. Previously, this wood waste was simply 
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olow) and burned 


lew 540-megawatt generating station 
luring the 1990s to increase energy 
yutput. 


Tydro’s Commitment to Nuclear 
‘nergy 

The success of Hydro’s CANDU reac- 
ors over the past 20 years is a strong 
ndorsement of Ontario’s nuclear 
rogram. These units have performed 
nore reliably and efficiently over their 
ifetime than any other type of reactor. 
\t the end of 1985, five Ontario Hydro 
JANDU reactors ranked among the top 
en performers in the lifetime capacity 
actor category in a rating of 212 
eactors worldwide. 

Hydro’s busiest construction site in 
985 was the Darlington Nuclear Gen- 
rating Station. Darlington started the 
ear with fewer than 4,000 construc- 
ion workers and by year’s end had 
Imost 6,000 on site. Activity concen- 
rated on units | and 2, whose in-ser- 
ice dates are 1989 and 1988 respec- 
ively. All four 365-tonne steam 
enerators for unit 2 were put in place 
his year. 

At Hydro’s Bruce station, unit 5 
vent into commercial service in 
March, one month earlier than fore- 
ast. In July, units 5 and 6 were 
iprated from 845 megawatts to 865 
negawatts, and later in the year to 
85 megawatts. Unit 7 neared com- 
letion in 1985 and is expected to be 
laced in service by April 1986. 

At Pickering Nuclear Generating 
tation, unit 7 was declared in service 
a January. Unit 8 was nearly ready 
9 go into commercial operation at 
ear’s end. 


‘ickering Retubing 

‘he retubing of Pickering units 1 and 2 
ontinued during 1985. These reactors 
€mained shut down, as they have 


trar spo rte d to cone b urners (be 


been since 1983 when a cracked pres- 
sure tube was discovered in unit 2. 
The Zircaloy-2 tubes used in units | 
and 2 are being replaced with zirco- 
nium-niobium tubes, the type used in 
all of Hydro’s other reactors, Hydro 
expects to have both units back in 
service in early 1987. 


Nuclear Safety a Priority 

Safety has always been a priority in 
Hydro’s nuclear program. Hydro’s 
CANDU reactors are designed with 
multiple barriers so that if a problem 
does emerge, such as a cracked pres- 
sure tube, the public is still protected. 
Radiation levels near the nuclear sta- 
tions are carefully and continually 
controlled and monitored. 

Hydro has also worked steadily to 
further improve the safety and working 
conditions of our nuclear operating 
staff. Although the level of radiation 
exposure has always been well below 
federal government limits, the total 
amount of radiation received by 
nuclear operating staff and contrac- 
tors in 1985 was the lowest it has been 
since 1968. 

Ontario Hydro’s nuclear operating 
staff extended its safety record to more 
than 100 million hours and 30 years 
worked without an on-the-job fatality. 

Finally, the construction of a tri- 
tium removal facility at Darlington 
continued. Tritium, which is an iso- 
tope of hydrogen, accounts for a sig- 
nificant portion of the radiation dose 
to nuclear workers. This substance 
gradually builds up in the heavy water 
systems of operating units. The 
removal facility is designed to isolate 
and extract tritium from the heavy 
water, substantially reducing the radi- 
ation exposure. The facility is sched- 
uled to begin operation in May 1987. 


R-2000 homes are 
built to a high energy 
efficient standard. 
They have extra 
insulation, vapour 
barriers and a spe- 
cial ventilation sys- 
tem that controls 
humidity and 
includes a heat- 
recovery device. 


2 ore generating capacity is needed in peak periods of R-2000 homes,can 
slectricity use than non-peak periods. By shifting some ‘ that peak save up to 75 per 
electricity use than non-peak periods. By shifting om of that pe ak vent ob heatina aia 
load. we can reduce the need to build new generating plants. In the over a convention- 
oe ee = 7 1] ally-built house. 
short term, using more off-peak electricity can result in considerable "These home at 


under construction 
} : : aes ; in a Mississauga 
ment programs and equipment that provide adequate incentives for development, are 

j : all-electric. 


cost savings for customers. The challenge is to design load manage- 


customers to change their pattern of electricity consumption. 
Digital load management programmers can monitor and conirol 
electricity consumption (below) so that some loads can be automati- 
cally shifted to off-peak periods. This type of system has a lot of 
potential for apartment and commercial buildings. 


Other Sources of Energy tested in Scotland. The complete unit 
While coal, hydraulic, and nuclear will be installed at Fort Severn in the 
power remain the primary sources of summer of 1986. 
Hydro’s current electricity supply, Fusion power is another area that 
the Corporation is actively exploring holds great promise but is still in the 
a broad range of other options. The experimental stage. Ontario Hydro is 
rapid pace of technological change the operating manager for the Cana- 
suggests that energy sources that are dian Fusion Fuels Technology Projec 
prohibitively expensive now may be In 1985, Hydro was responsible for 
attractive for special applications in overseeing a budget of $4 million an 
the future. coordinating the activities of more 
For the past several years Ontario than 25 organizations. Collaborativ 
Hydro has been investigating the pos- agreements have been signed with 
sibility of producing electricity from Japan, the United States, and the 
sunlight. In 1981, Hydro constructed European Economic Community. 
a stand-alone photovoltaic system 
north of Atikokan to power an air New Initiatives in Energy Manageme 
quality monitor. In 1984, a solar cell Cogeneration is another way of 
system was erected at the Kortright meeting a portion of Ontario’s elec- 
Conservation Centre near Toronto. On __ tricity needs. It is the simultaneous 
sunny days, these cells satisfy specific production of two energies — usually 
local needs and can supply the Town- electricity and steam —using a single 
ship of Vaughan with up to one kilo- fuel source. Typically, cogeneration 
watt of power. involves an agreement by Hydro to | 
This past year, Hydro tested several purchase electricity from a firm that 
different solar arrays at Kortright, as has been producing heat or power fo 
part of the preparations to install a its own use only. Ontario benefits fre 
10-kilowatt photovoltaic unit at Big the installation of about 500 | 
Trout Lake in northern Ontario. This megawatts of industrial thermal gen 
remote community receives 85 per eration and another 600 megawatts, 
cent as much sunshine as Florida. At independently-owned hydraulic gen’ 
present, its needs are supplied by ation, chiefly in the pulp and paper, 
generators that run on costly diesel chemical and mining industries. 
fuel. By contrast, the price of solar To promote cogeneration, Ontari 
cells has been dropping. For example, Hydro increased the rates at which | 
in 1981, solar units cost five times as we buy electricity by 50 per cent in| 
much as they do now. 1985. This has made cogeneration a) 
For Ontario, wind-generated more attractive prospect for potenti 
electricity appears practical only in cogenerators. For example, Hydro | 
a few northern communities where signed an agreement this year with | 
wind currents are strong and the cost Chapleau Cogeneration Limited. Th 
of alternative power sources is high. firm will produce electricity, made | 
In 1985, Hydro began a project to from the waste wood of local lumbe 
install a 60-kilowatt wind turbine in ing operations, and sell it to Hydro. 
Fort Severn, the northernmost settle- During 1985, Hydro continued it 
ment in the province. The foundation research into effective conservation 


and the instrument building have been _ initiatives. 
erected, and the turbine is now being This year saw some encouraging 
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sults from a five-year experiment to 
termine customer attitudes to time- 
use rates. In this experiment, 500 
idential customers have been testing 
rate structures with varying peak 

d off-peak periods and correspond- 
s prices. While still early in the 
eriment, these preliminary results 
> positive. For example, demand 
ring Hydro’s busiest hours decreased 
javerage by 4 per cent, while energy 
> during other periods rose by the 
ne amount. Seventy per cent of the 
useholders involved in this experi- 
int reported that they were pleased 
de able to trim their bills by chang- 
, Consumption patterns. 

This shift in load is significant 

ause it can reduce or defer the need 
Ouild new generating capacity. 

’na 2 per cent shift of peak 

inand to off-peak can represent one 
ver 500-megawatt generating unit. 
ina different series of load man- 
‘ment experiments conducted in 
Aawa and Scarborough during 

‘5, Hydro explored other means of 
“ering peak consumption through 


more energy-efficient applications. 
For example, ceramic brick furnaces; 
which store thermal energy, allow 
commercial customers to shift much 
of their electrical use away from the 
periods of highest demand. On the 
residential side, the addition of a 
second water heater means that a 
utility can control up to 16 hours of a 
home’s water heating load. The most 
important finding of these experiments 
is that, by and large, consumers 
reacted favourably to direct utility 
control of domestic hot water supplies 
and electric furnaces. 

Finally, Ontario Hydro has con- 
tinued to pursue more traditional 
approaches to conserving electrical 
power. Ongoing programs such as the 
Residential Energy Advisory Program 
(REAP) promote the use of more 
efficient lighting, appliances, and 
home heating. 


Hydro’s Transmission Network 
Ontario Hydro’s generating stations 
are only one part of the supply system. 
A comprehensive transmission network 


Average Cost of Generation 
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to move the power from its source to 
the consumer is the other requirement. 
Moreover, the grid formed by the 
province’s transmission and distribu- 
tion lines gives the system its flexibility, 
allowing power produced in one part 
of the province to be delivered to 
wherever it’s needed. These lines also 
make possible the exchange of electric- 
ity with neighbouring utilities. 

Ontario Hydro recognizes that, 
along with this need for the transmis- 
sion of power, there must be a strong 
concern for the environment and for 
the interests of individuals living near 
the path of high-voltage lines. 

During 1985, Hydro began work on 
a 230-kilovolt line linking the Hamner 
Transformer Station, near Sudbury, 
with the Mississagi Transformer 
Station, located about 75 kilometres 
from Sault Ste. Marie. The line is 
essential to meet demand in the 
Algoma and Sault Ste. Marie areas. 
It will also strengthen the reliability 
of supply to customers in north- 
western Ontario. 

Because the Hamner-Mississagi 


line runs through some of northern 
Ontario’s most rugged terrain, Hydr« 
engineers have taken an innovative 
approach to its construction. Towers 
are being assembled at 17 locations 
along the 208-kilometre route, and 
will be flown to their sites by heli- 
copter. This line should be operating 
by December 1987, and current plan: 
suggest that it will be upgraded to 5¢ 
kilovolts sometime in the 1990s. 

Work also commenced during 198 
on a 500-kilovolt line connecting 
Bowmanville and the Cherrywood 
Transformer Station near Pickering. 
This project follows a previously 
acquired right-of-way and will be in 
service by March 1987. 


Much-Needed Additions 

In 1985. we continued our efforts to 
determine acceptable routes for two 
500-kilovolt transmission systems tt 
are urgently needed. 

One set of these Extra High Volte 
(EHV) facilities is planned for south 
western Ontario, and will connect t 
Bruce Nuclear Power Development 


[ransmission lines 
inlock and deliver 
he power produced 
it the various gener- 
iting stations across 
he province. Today, 
Intario Hydro 
naintains and 
yperates more than 
00,000 kilometres 
f transmission and 
listribution lines. 

, comprehensive 
ransmission net- 
vork is the key to a 
lexible electricity 
upply system. 


vith the Barrie area to the east and 
vith the London area and the Nanti- 
oke Generating Station to the south. 
Ynce installed, these facilities will 
llow full use of the low-cost nuclear 
ower produced at the Bruce station. 
As early as 1980, a royal commission 
eclared that it was “indefensible”? for 
ower to be bottled up at the Bruce 
tation. In order to determine an accep- 
able route for the proposed transmis- 
ion line, Hydro conducted numerous 
ublic information seminars in the 
otentially affected areas. As well, 
oute plans and environmental studies 
vere reviewed by government minis- 
‘ies and submitted to the government- 
ppointed Joint Board, under the 
onsolidated Hearings Act. The pro- 
ess was Slowed in 1984 by a Divisional 
ourt decision that adequate public 
otice of the proposal and the hear- 
igs had not been given. However, a 
ew environmental assessment was 
led with the provincial government 
1 August and new hearings are now 
1 progress on Hydro’s most recent 
roposal. The delay resulting from 
lis Court decision will have a sub- 
antial impact on the cost of power 
i the late 1980s. Without the trans- 
ission facilities in place on schedule, 
igher cost coal-fired power will 
ave to replace much of the power 
iat would have been transmitted 
om Bruce. 
Hearings also continued during 
85 on much-needed transmission 
cilities in eastern Ontario. In this 
stance, the planning and approvals 
‘ocess, which began in the mid- 
70s, appears to be reaching a 
mclusion. The Ontario Supreme 
ourt and the Joint Hearings Board 
‘ve issued favourable rulings, and a 
cision by the Cabinet is expected 
itly in 1986. 


PL ntario Hydro « urrently i ce rts pow 


or when the cost of purchased power is 
cost to produce it on Ontario Bodh f 
teed power from neighbouring utilities 
on a larger scale in the future. In fact, con: 
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resources in Quebec and | 
thousand megawatts of capaciti 

arrangements of this size, however, we w 
provincial interconnections as 
within the 


prowumce. 


Hydro’s People 

People remain the Corporation’s most 
valuable resource. Hydro’s corporate 
strategy, implemented in the early 
1980s, presented a real challenge to 
Hydro and its employees. This 
strategy called for a shift within the 
Corporation from an emphasis on 
construction to a more flexible, 
customer-oriented organization. This 
shift meant a substantial downsizing 
of staff in the design and construction 
side and some staff and resources 
moved to the customer side of the 
Corporation. As a result, the total 
number of regular employees has 
stabilized at just over 23,000 in 1985, 
from a high of 25,249 in 1982. 

Hydro has made a strong effort to 
find positions for employees displaced 
by changing priorities. This redeploy- 
ment program has been remarkably: 
successful. In 1985, 96 per cent of 
those whose jobs were discontinued 
were transferred to other jobs within 
the Corporation. 

Hydro also launched a program to 
improve working relationships. The 
first step in this project was getting 
together a team of human resources 
specialists who report directly to 
Hydro’s Senior Executive Vice-Presi- 
dent, Pat Campbell. This team inter- 
viewed over 700 employees from all 
branches. A report with recommenda- 
tions is expected in the early spring 
of 1986. 

Personnel officers, line managers, 
and other individuals devoted consid- 
erable energy in 1985 to one of 
Hydro’s long-standing concerns — 
human rights. Over 2,000 employees 
were involved in nearly 100 training 
sessions touching on such topics as 
discrimination in the workplace and 
services for the handicapped. A regu- 
lar newsletter reinforced these efforts. 
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Affirmative Action 

Ontario Hydro strengthened its com- 
mitment to affirmative action in 1985. 
This program seeks to provide men 
and women with the same job oppor- 
tunities and choices. 

Seventeen per cent of Hydro staff 
are women. They make up 7 per cent 
of the management and professional 
staff, and 2 per cent of the executive 
group. By contrast, females occupy eo 
per cent of all clerical positions in the 
corporation. Of the more than 11,000 
jobs in trades and technical area, only 
200 are held by women. 

The corporate affirmative action 
program sponsored a broad set of 
recruiting, training and development 
initiatives to encourage the promotion 
of qualified women into management 
and into non-traditional areas. Career 
planning and development for clerical 
and secretarial staff were also empha- 
sized. Individual affirmative action 
programs were established within 
each branch, and line management 
from each branch made responsible 
for the success of these programs. 

One barrier to female employment 
fell when the Atomic Energy Control 
Board revised the regulations that had 
prohibited women from holding the 
full range of atomic radiation workers 
jobs available at Hydro’s nuclear gen- 
erating stations. Hydro played a sig- 
nificant role in bringing about this 
change. Six women are now ina 
training program that will lead them 
to previously restricted jobs within the 
atomic radiation workers zone. As 
well, 15 of 80 employees hired as elec- 
trical operators in 1985 were women. 
And during 1985, the first woman was 
admitted to the lineman training 
program. 


Day Care Available at Hydro 
The pressures on many working 


() 


On August 22, 1985, 
the Hydrokids Day 
Care Centre offi- 
cially opened. The 
centre can accom- 
modate a total of 54 
infants, toddlers and 
pre-schoolers. 


parents at Hydro were eased by the 
introduction of workplace day care. 
Hydrokids Day Care Centre was 
opened in the fall of 1985. This centre 
is the result of the initiative of a grou 
of employees who worked along with 
senior management over the past few 
years to make the concept a reality. 
Hydrokids currently has space for 
54 children, including spots for 

10 infants. 

While operating costs will be cov- 
ered by the parents using the centre, 
Hydro and the Ontario Ministry of 
Community and Social Services pro- 
vided grants to establish this impor- | 
tant facility. 


Health and Safety 
Ontario Hydro’s concern for employ 
health and safety stretches back to th 
Corporation’s earliest days. During 
recent years notable strides have bee 
made, and 1985 was no exception. F« 
the first time ever there were no on- 
the-job fatalities or permanent total 
disabilities among Ontario Hydro’s" 
regular staff. | 
Moreover, the 19,967 days lost 
because of accidents amounted to or 
69 per cent of the 10-year average 
from 1975 to 1984. The number of 
days lost in the regions continued its 
remarkable decline to a level that is 
less than one-tenth of the figures 
recorded before the end of the 1970s 
A number of Hydro projects 
addressed themselves to the issue of 
the staff’s health and well-being. Fo 
example, the scope of the Employee 
Assistance Plan (EAP) was enlarged 
to help workers with their personal 
problems, well before such difficult 
become debilitating. Union as well 
as management and professional 
representatives warmly endorsed 
these initiatives. 


larketing 
t Hydro, marketing is not just selling 
ectricity. It is bringing the needs of 

e customer and Hydro’s ability 
meet those needs into the best 
ilance. Marketing includes research, 
istomer service, load management 
id conservation. In short, it means 
anaging the delivery side of the 
Irporation. 

Marketing also supports the 

itional objective of reducing our 
pendency on oil and non-renewable 
ssil fuels. And Hydro’s efforts rein- 
rce the provincial goal of using 

ergy sources that are indigenous 
Ontario. 

Hydro began the year with a strong 
sh to persuade homeowners to con- 
rt from oil to electric heating before 
> federal government’s Canadian 

| Substitution Program expired on 
arch 31. The final tally of electric 
ating conversions prompted by this 
°gram was more than twice the 
1ount targeted. 

Hydro’s advertising is aimed at 
king the public more aware of their 


energy efficiency options. One cam- 
paign during 1985 emphasized the effi- 
ciency and versatility of heat pumps. 
Another promotion boosted electrical 
water heating, prominently featuring 
the 1985 Toronto Blue Jays and their 
skill in sending opposing pitchers to 
the showers. Radio and television 
spots made the message a familiar one 
to Ontarians. So did brochures that 
underscored the advantages of electric 
water heaters. 

The Corporation also introduced 
the EnerMark Loan Plan, a program 
administered by the Royal Bank to 
provide financing for up to $10,000 
worth of home energy improvements. 
All loans are life insured at no addi- 
tional cost to the customer, and the 
rates are kept below prime. 

One of the constants in Hydro’s 
marketing efforts is improving our 
service to customers. To this end, 
we ve introduced some initiatives such 
as providing telephone service for 
the hearing impaired among our rural 
residential customers, accelerating our 
program to extend electrical service to 


Comparative Electricity Price 
for Industrial Consumers 
(1984) 


Ontario’s remote communities, and 
instituting more convenient billing 
arrangements for senior citizens. 

Hydro has been active on the com- 
mercial and industrial side as well. A 
highly successful initiative of 1985 was 
the production of “The Source’, an 
authoritative information guide detail- 
ing electrical design in commercial 
applications. It includes hundreds of 
examples of design calculations and 
general industry standards using both 
imperial and metric units. Aimed at 
architects and consultants, it has gen- 
erated a great deal of enthusiasm in 
the few months it has been available. 

There are a number of opportuni- 
ties in industry where electricity could 
be used to greater advantage. For 
example, during 1985, Hydro worked 
with the mining sector to promote 
electric mine air heating. As a result, 
Canimex Mines and Noranda have 
installed electric systems in some of 
their mine sites. 

CAE Diecast, a St. Catharines area 
foundry, installed a third electric 
furnace for its aluminum melting 


operations. In another instance, Hyd 
and municipal utility staff worked 
for months with Benn Iron of 
Wallaceburg, an effort which led to 
the installation of two electric 
induction furnaces. 

Saputo Cheese Company of Cook 
town adopted a mechanical vapour 
recompression process for concentré 
ing whey in its cheese production 
operations. Formerly gas-driven, thi 
process is now running on electricity 
This state-of-the-art technology 
will result in a 75 per cent energy 
reduction. 

Many of Hydro’s marketing 
initiatives have grown out of the clo 
working relationship between the 
marketing and research areas. The 
development of the cold climate 
heat pump is one such example. 
Because most of the heat pumps on 
market are geared to more tempera 
climates, the prototype heat pump 
developed at Hydro is designed to n 
the heating needs of colder climates 
It is estimated that homeowners Cal 
save an additional $75 to $150 per 


industry is 
coming more 
tomated, indus- 
al processes are 
coming more 
ctrically-inten- 
e. Electricity, at 
point-of-use, is 
en more versatile 
d controllable 

in other forms of 
argy. General 
ytors in Oshawa 
ising electricity- 
»endent robotics 
many phases of 
assembly line 
eration. 


ar with these units. Seven are being 
ted in homes this winter. 


suing New Business Opportunities 
/dro’s marketing initiatives also 
fend to business activities related to, 
t separate from, the production of 
ctricity. These include the sale of 
ctricity by-products such as iso- 

es and process steam energy as well 
energy technology and expertise. 

e net revenue these activities earn 
upplied to the cost of electricity in 
itario. And this helps keep rates low. 
In fact, new business ventures are 
apidly growing component of the 
rporation’s marketing activities. 
1985, the volume of business in this 
a tripled with more than 60 con- 
cts worth over $25 million. 

One example of these efforts is the 
velopment and leasing of a mobile 
ychlorinated biphenyls (PCBs) 
ontamination unit. Developed in 

t by Hydro’s research team, this 
pment transforms the PCBs found 
he insulating oil of electrical trans- 
mers into common salt and other 
mless by-products. The process 

n allows the oil, a valuable non- 
ewable resource, to be reused 

her than destroyed. Use of the 

bile unit on site reduces the need 
ransport contaminated substances. 
985, Hydro leased the equipment 
‘ondar Inc. of Hamilton and this 
anology will be used across Canada. 
Many of Ontario Hydro’s new busi- 
Ss opportunities lie beyond Canada. 
r reputation in energy technology 
nown and respected throughout 
world. 

During 1985, the Corporation 

ured a contract to undertake a five- 
r training program for electrical 
asmission maintenance workers in 
‘istan. The Canadian International 
velopment Agency (CIDA) funds 
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this $9.8 million program. Hydro has 
agreed to procure equipment where 
needed, a provision that should 
strengthen the commercial ties 
between Pakistan and Canada and 
provide significant opportunities for 
Ontario’s manufacturing industries. 

Among other examples of the Cor- 
poration’s international activities is 
our membership in a consortium that 
will develop a comprehensive energy 
policy for Kenya. This East African 
country is hoping to decrease its 
reliance on imported fuel, and to alle- 
viate the problems of deforestation, 
caused by an excessive use of wood 
for heating. 

Finally, Hydro benefited from the 
sale of three nuclear operator training 
simulators to American electrical 
utilities. These sales, which generated 
royalties of about $1 million for the 
Corporation, were the culmination of 
I] years of cooperation between Hydro 
and CAE Electronics Limited of 
Montreal. 


A Responsible and Open Organization 
Ontario Hydro’s mandate is to supply 
power at least cost over the long term 
to the overall benefit of our customers. 
Accordingly, we are very serious 
about our commitment to be a respon- 
sible and responsive organization 
accountable to the people we serve. 
Each year, Hydro devotes significant 
resources to our communication with 
customers, elected officials, special 
interest groups, and the general public. 

During 1985, Hydro representatives 
appeared before a variety of official 
bodies, including the Ontario Energy 
Board, the Select Committee on 
Energy, the Joint Board under the 
Consolidated Hearings Act, the 
National Energy Board and more than 
one standing committee of the provin- 
cial legislature. Few enterprises of 
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The construction of 
transmission lines 
seemed to fascinate 
this young visitor to 
the Ontario Hydro 
exhibit at the 1985 
Royal Winter Fair. 
The Corporation’s 
community relations 
people spend a good 
deal of time travel- 
ling to various local 
fairs and events to 
meet and talk to the 
people Hydro serves. 


comparable size receive such frequent 
and intense scrutiny. The costs 
incurred by the Corporation for par- 
ticipation in these various processes 
were more than $3 million. 

As a publicly owned corporation, 
Hydro is committed to public consul- 
tation in the operation and planning 
of Ontario’s electricity system. This 
year, the Corporation initiated a series 
of “Hydro Forums”. The chairman, 
president and other senior officials 
travelled to Thunder Bay, North Bay, 
London, and Belleville to meet with 
local citizens and listen to their 
concerns. More of these events are 
planned for 1986. Another public con- 
sultation program initiated this year 
involves special interest groups. One 
hundred and twenty special interest 
groups were invited by Hydro to dis- 
cuss Ontario’s future energy needs and 
how they should be met. Two sessions 
were held in 1985; more are planned 
for 1986. 

Ontario Hydro also operates five 
information centres across the prov- 
ince for the public. These are located 


at the Bruce, Pickering, Darlington, 
Thunder Bay, and R. H. Saunders 
generating stations. The newest of 
these facilities is the Bruce Informatic 
Centre. Opened in April, it welcomec 
almost 4,500 persons during the first 
three months of operation. 

In addition to the formal hearings 
community relations initiatives and 
information centres, Hydro is involve 
in numerous public communications 
activities. These activities include an 
expanding French language services 
program, a busy Speakers’ Bureau, 
and award-winning film production 
This year a French language services 
administrative guide was prepared, 
327 speaking engagements were 
booked through the Speakers’ Burea 
for community and industry groups 
across the province, and two Ontari 
Hydro videos — ‘Ask Us” and “Com 
fort Solutions” — won top awards. 
Another video produced during the 
year, a five-part, made-for-cable-TV 
series entitled ‘“Watt’s Up—Getting t 
Know Ontario Hydro”, will be airec 
in 1986. 
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Financial Section 


Financial Review of Ontario Hydro 
for the year ended December 31, 1985 


Financial Highlights 

Ontario Hydro’s activities continue to be guided by its corporate strategy for the 
1980s. The strategy encourages the efficient use of electricity and emphasizes 
productivity improvements and cost control. 

Ontario Hydro’s total revenues for 1985 amounted to $4,625 million, $413 
million higher than in 1984. Approximately $78 million of this increase came 
from a greater volume of electricity sales, and $335 million from the 1985 rate 
increase. Total operating costs for 1985, including financing charges, amounted 
to $4,265 million, an increase of $628 million over 1984. The major factor in 
this increase in total operating costs for 1985 was new generating units placed in 
service in 1984 and 1985. To partially offset this overall increase, the 1985 
electricity rate increase provided for a level of net income lower than the level 
for 1984. The net income for 1985 was $360 million compared with $575 
million for 1984. 

Cash provided from operations and available for investment in fixed assets 
was $1,055 million for 1985. As in past years, this contributed to Hydro being 
able to lower its borrowings to finance capital expenditures. The capital expendi- 
tures for investment in fixed assets during 1985 amounted to $2,541 million. 

This represents a steady decline from the 1982 level of $2,885 million as a result 
of the decrease in the level of construction activity. 


Revenues 
Primary revenues for 1985 amounted to $4,274 million, an increase of $49] 
million or 13 per cent as compared with 1984. Electricity sales to municipal 
utilities, rural retail, and direct industrial customers totalled 109,215 million 
kilowatt-hours. The overall growth rate in the volume of primary energy sales 
was 3.1 per cent for 1985, reflecting the effect of continued economic growth in 
the Province of Ontario, as well as weather conditions. In 1985, electricity sales 
to municipal utilities grew more strongly than sales to rural customers while 
sales to direct industrial customers increased slightly. The chart (see page 26) 
provides the energy consumption by major customer category and an estimate 
of the energy consumed by market sector. The overall growth rate for 1985 was 
generally consistent with the average annual growth rate of 3.2 per cent over 
the last five years as shown in the Comparative Statistics. 

The 1985 electricity rates for primary customers increased 8.6 per cent on 
average. The average increases for municipal utilities, rural retail and direct 
industrial customers were 8.5 per cent, 8.7 per cent and 8.8 per cent, 
respectively. The rural rate increase takes into account $57 million in assistance 
provided by all electricity consumers in the province to reduce the electricity 
bills of year-round rural residential customers. 

Secondary revenues for 1985, mainly from sales of electricity to American 
utilities, amounted to $351 million. Compared with 1984, this represents a 
decrease of $78 million or 18.2 per cent. This decrease reflects the competitive 
secondary sales market resulting from the current surplus of power and energy 
available in Canada and the United States. 

Over the last five years, Ontario Hydro has earned approximately $2,060 
million in revenues from American utilities by selling electricity beyond the 
requirements of its customers in Ontario. The net benefit to Ontario customers 
was $822 million for the period 1981 through 1985, and $145 million in 1985. 
This benefit helped Ontario Hydro to keep electricity rates lower for Ontario 
customers. 


Major Electricity Production Resources 

Ontario Hydro responds instantly and efficiently to the energy demands of its 
customers by supplying electricity from a number of different sources. 
Hydraulic generating stations, which are relatively inexpensive to operate, 
have traditionally provided a major part of the electrical energy generated by 
Ontario Hydro. With most major accessible sites in the province already 
developed, hydraulic generation, as a percentage of total generation, has 
remained stable over the past few years. On the other hand, the Corporation’ 
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has increased its emphasis on nuclear generation. This emphasis is part of ° 
Ontario Hydro’s acid gas emission reduction efforts. The other major source 
of generation of electricity is fossil generation. Due to the relatively high cost of 
fossil fuels, Hydro relies on its fossil-fuelled stations primarily to meet its needs 
for peaking power. The electricity production resources for the period 198] 
through 1985 are shown in the chart below. The annual average costs per 
kilowatt-hour of energy by the major generating sources are shown in the Five- 
Year Summary of Financial Statistics. 


Fuel and Fuel-related Costs 

In 1985, fuel and related costs such as water rentals, power purchased, and the 
nuclear agreement-payback were 5.5 per cent lower than in 1984. Hydro’s 
nuclear stations supplied 39 per cent of the total energy to the system in 1985. 
Hydraulic stations supplied 30 per cent and fossil-fuelled generation provided 
24 per cent. Purchases of power from interconnected utilities provided the 
remaining 7 per cent. In 1984, electric energy from nuclear generation and 
fossil-fuelled generation supplied 33 per cent and 30 per cent, respectively, of 
the total energy to the system. 

The 1985 fuel costs for coal and uranium amounted to $968 million, 

a decrease of 6.6 per cent over 1984. The decrease is mainly due to the 
replacement of higher-cost coal by more economical uranium. This more than 
offsets the effect of the increased volume of electricity generated to meet 
increased demand. The increase in electricity provided from nuclear sources 
reflects the additional units placed in service in 1985, and also the full year’s 
production from nuclear units placed in service in 1984. 

The payments Ontario Hydro makes primarily to the Province of Ontario 
for the use of provincial waters in its hydraulic plants amounted to $87 millior 
in 1985, an increase of $26 million over 1984. This increase reflects the impact 
of the tripling of these water rental rates in mid-1984. 

Electricity purchased from neighbouring utilities amounted to $163 million 
in 1985, an increase of $14 million over 1984. These purchases are generally 
made during peak demand periods or emergency situations. 

In 1985, units | and 2 of the Pickering Nuclear Generating Station were not 
operating, having been taken out of service in 1983 to replace existing pressure 
tubes. The maintenance and overhead costs during the shutdown have been 
included in the payback calculation in accordance with the Pickering Paybael 
Agreement. As a result, Hydro was able to reduce its 1985 and 1984 operating 
costs by $75 million and $36 million respectively, which represents the amour 
to be offset against future amounts payable by Ontario Hydro to Atomic Ener 
of Canada Limited and the Province of Ontario, the other two parties to this 
agreement. 


Operation, Maintenance and Administration 

The costs associated with the operation, maintenance and administration of # 
Corporation in 1985 were $966 million, an increase of $82 million over 1984. 
This increase of 9.3 per cent is primarily related to placing new facilities in 
service, and cost increases due to inflation. The continued emphasis on cost 
control at all levels of the Corporation is having a positive financial impact 01 
operation, maintenance and administration costs. The in-service capacity of t 
generation system grew about 6 per cent or 1,612 megawatts in 1985. The maj 
component of this growth is the addition of two nuclear generating units and 
one fossil-fuelled generating unit. The transmission and distribution system 
work load also grew in 1985, as reflected in an increase of approximately 2 pé 
cent in the number of customers and an increase of about | per cent in the 
kilometres of rural lines maintained. The transmission and distribution, and 
administration and support services components of operation, maintenance é 
administration costs declined slightly in 1985, while the generation compone 
increased slightly. The chart (see next page) shows the operation, maintenance 
and administration costs by major activity for the period 198] through 1985. 
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Depreciation 

The depreciation charged to operations totalled $655 million in 1985, $179 
million or 37.6 per cent higher than in 1984. Contributing to that increase were 
the additional facilities placed in service, including Pickering unit 7, Bruce unit 
5, the Atikokan Generating Station, and the full year’s impact of Pickering unit 
6 and Bruce unit 6 having been placed in service in 1984. In addition, the 1985 
depreciation reflects an increase in the provision for the costs of removing 
pressure tubes in Pickering units 1 and 2. This increase resulted from advancing 
the timing of the retubing work. 


Financing Charges 

Financing charges are comprised of interest and foreign exchange costs. Interest 
charged to operations represents the total cost of borrowing less interest 
capitalized. This is designed to effect a proper allocation of costs between 
current and future customers. Foreign exchange mainly represents the amor- 
tization of unrealized gains or losses on the principal amount of foreign debt. 

Gross interest costs for 1985 amounted to $2,551 million, an increase of $229 
million or 9.9 per cent as compared with 1984. The primary reason for this 
increase is related to the additional funds borrowed during the year to finance 
the construction of new generating stations which are needed to meet future 
demand. In addition, gross interest payments also increased due to the effect of a 
weaker Canadian dollar relative to the American dollar on interest payments 
made in foreign currency. 

Interest charged to operations amounted to $1,325 million in 1985, $376 
million or 39.6 per cent higher than in 1984. The increase resulted primarily 
from placing additional nuclear generating units in service in 1985, and the full 
year’s impact of units placed in service in 1984. The in-service date is the time 
from which interest is no longer capitalized and is charged to operations. 

Foreign exchange costs amounted to $176 million in 1985, an increase of $58 
million or 49.2 per cent over 1984. The major factor contributing to the increase 
in foreign exchange costs was the rise in the value of the American dollar 
relative to the Canadian dollar. 
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Hydro earned a net income of $360 million in 1985 compared with $575 million 
in 1984. Net income has been invested in the Corporation and this has 
contributed to a gradual improvement in the trend of Ontario Hydro’s debt 
ratio. The debt ratio at the end of 1985 was 83 per cent, the lowest level since the 
mid-1970s. The other main indicators of Ontario Hydro’s financial soundness 
are the cash flow coverage and interest coverage ratios. The level of cash flow 
coverage for 1985 and 1984 were 1.02 times and 0.96 times, respectively. The 
level of interest coverage for 1985 and 1984 were 1.14 times and 1.25 times, 
respectively. The decrease in the interest coverage ratio has had no effect on the 
Corporation’s ability to meet its interest payments and debt repayment obliga- 
tions in 1985. 


Investment in Fixed Assets 
Ontario Hydro invests in fixed assets to meet expected growth in the demand for 
electricity, to replace existing assets with facilities that are more economical, 
and to meet regulatory requirements. The total assets of the Corporation at the 
end of 1985 were $29,320 million and of this amount, about 82 per cent consists 
of fixed assets in service and under construction. This relatively high percentage 
reflects the capital-intensive nature of Ontario Hydro’s business. 

The investment in fixed assets during 1985 was $2,541 million. A major 
portion of the 1985 capital expenditures went toward the construction of new 
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Investment in Fixed Assets generating facilities. Compared with 1984, there was a shift in the mix of the 
During the Year 1985 capital expenditures, reflecting the continued emphasis being placed on 
Pat expenditures for transmission and distribution facilities. The expenditures on 
lM Heavy Water Production Facilities : ‘tal : A ‘on during 1985 and 1984 ; 
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Hydro placed in service unit 7 at Pickering and unit 5 at Bruce in January and 
March, 1985, respectively. The total cost was $2,368 million, including $461 _ 
million for heavy water. In addition, in November 1985, the fossil unit at the 
Atikokan Generating Station was placed in service at a cost of $748 million. 

There has been a steady decline in the annual investment in fixed assets from 
$2,885 million in 1982 to $2,541 million in 1985, as the major generating ; 
projects are completed. The expenditures for investment in fixed assets for the — 
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$$$ —— period 198] through 1985 are shown in the chart. 
Financing ; 
Cash required by Ontario Hydro to finance the investment in fixed assets is 
provided from two major sources: cash provided from operations and cash fror 
external borrowings. For 1985, cash provided from operations, and cash from 
financing were 41.5 per cent and 29.8 per cent respectively, of the investment ir 
fixed assets. Cash from borrowings represents the amount of cash provided fror 
long-term debt less retirements. The balance of cash required for the investmen 
in fixed assets was provided primarily as a result of a reduction in the level of — 
corporate liquidity. | 
Cash Provided from Financing The 1985 proceeds from long-term debt, net of retirements, of $757 million | 
@ Other Debt Wi Canada Pension Plan Were approximately 43 per cent of the 1984 level and the lowest since the | 
Issues Funds mid-1970s. The proceeds from the issue of bonds by Ontario Hydro during 198: 
i Eurodollar i Canadian Issues amounted to $1,737 million. These proceeds were from eight Canadian issues — 
Issues Hf Proceeds from : : | 
WLS. Iscues Long-Term Debt with an average coupon interest rate of 10.8 per cent for'an average term of nit 


years. For the same period in 1984, the average coupon interest rate and the avi 
age term of new debt issued were 12.5 per cent and 9.1 years respectively. In adc 
tion, proceeds of $44 million were received from the issues of long-term notes. 

Cash provided from financing from 198] through 1985 is shown in the chart 
The principal markets Ontario Hydro has operated in are the Canadian, Unite 
States, and Eurodollar public markets. The borrowing requirements for 1985, 
Ay = except for $29 million, were met entirely from the Canadian public market to 
2000 iz __ minimize foreign exchange exposure. 

Cash amounting to $849 million was used to retire maturing long-term dek 
in 1985, compared with $266 million in 1984. In addition, during 1985, cash | 
be amounting to $175 million was used to redeem debt prior to maturity, compa! 

; ; 3 with $131 million in 1984. 
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Summary | 
Ontario Hydro’s 1985 financial results reflected a 3.1 per cent growth in the | 
volume of primary energy sales which was consistent with the average annua 
growth rate over the last five years. Cost control programs and productivity | 
improvements continue to be effective. 

The financial position of the Corporation has remained strong. Ontario 
Hydro was able to reduce the amount of net borrowings required in 1985 to lé 
than half of the 1984 level. As a result, Ontario Hydro’s debt ratio is now at th 
lowest level since the mid-1970s. 
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Ontario Hydro 
Summary of Significant Accounting Policies 
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The accompanying financial statements have been prepared by management in 
accordance with accounting principles generally accepted in Canada, applied 
on a basis consistent with that of the preceding year. In management’s opinion, 
the financial statements have been properly prepared within reasonable limits 
of materiality and in the light of information available up to March 10, 1986. 


Rate setting 

Ontario Hydro has broad powers to generate, supply and deliver electric power 
throughout the Province of Ontario. The Corporation operates under the Power 
Corporation Act and is subject to provisions of the Ontario Energy Board Act. 

Under the provisions of the Power Corporation Act, the price payable by 
customers for power is the cost of supplying the power. Such cost is defined in 
the Act to include the cost of operating and maintaining the system, deprecia- 
tion, interest, and the amounts appropriated for debt retirement and stabiliza- 
tion of rates and contingencies. The debt retirement appropriation is the amount 
required under the Act to accumulate on a sinking fund basis over 40 years a 
sum equal to the debt incurred for the cost of the fixed assets in service. The 
appropriation for, or withdrawal from, the stabilization of rates and contingen- 
cies reserve is an amount established to maintain a sound financial position 
and to stabilize the effect of cost fluctuations. 

Under the provisions of the Ontario Energy Board Act, a public hearing 
before the Ontario Energy Board is required in respect of any changes in 
electricity rates proposed by Ontario Hydro which affect its municipal utilities, 
direct industrial customers, or, if the Minister of Energy so directs, rural retail 
customers. The Ontario Energy Board submits its recommendations to the 
Minister of Energy. After considering the recommendations of the Ontario 
Energy Board, the Board of Directors of Ontario Hydro, under the authority of 
the Power Corporation Act, establishes the electricity rates to be charged to 
customers. 

If the Board of Directors specifies a certain cost or gain is to be included in 
future electricity rates that, in accordance with the accounting policies summa- 
rized below, would be charged or credited to operations in the current year, then 
this cost or gain is deferred and amortized to future operations on a basis 
consistent with its inclusion in rates. 


Fixed assets 

Fixed assets in service include operating facilities and non-operating reserve 
facilities. Construction in progress includes fixed assets under construction and 
heavy water held for use in nuclear generating stations under construction. 

Fixed assets are capitalized at cost which comprises material, labour, 
engineering costs, and the costs of training initial operating staff for new 
facilities as well as overheads, depreciation on service equipment, and interest 
applicable to capital construction activities. In the case of generation facilities, 
the cost also includes the net cost of commissioning, and for nuclear generation, 
the cost of heavy water. The net cost of commissioning is the cost of start-up less 
the value attributed to energy produced by generation facilities during their 
commissioning period. The cost of heavy water comprises the direct cost of 
production and applicable overheads, as well as interest and depreciation on the 
heavy water production facilities. For multi-unit facilities, a proportionate 
share of the cost of common facilities is placed in service with each major 
operating unit. Leases which transfer the benefits and risks of ownership of 
assets to Ontario Hydro are capitalized. 

Interest is capitalized on construction in progress at rates (1985 —13.9 per 
cent, 1984—13.8 per cent) which approximate the average cost of long-term funds 
borrowed in the years in which expenditures have been made for fixed assets 
under construction. If the construction period of a project is extended and the 
construction activities are continued, interest is capitalized during the period 
of extension provided that the project has a reasonable expectation of being 
completed. 

If a project is cancelled or deferred indefinitely with a low probability of 
construction being resumed, all costs including the costs of cancellation are 
written off to operations. 
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If fixed assets are removed from operations and mothballed for future use, me 
termed non-operating reserve facilities, the costs of mothballing are charged to — 


operations. i 
Depreciation 
The capital costs of fixed assets in service are depreciated on a straight-line 
basis. Depreciation rates for the various classes of assets are based on their 
estimated service lives. Major components of generating stations are depreciated 
over the lesser of the service life expectancy of the component or the remaining” 
service life of the associated generating station. 

The estimated service lives of assets for 1985 and 1984 in the major classes 
are: 


ow aed SE = ——_—— ae 


—65 to 100 years 


Generating stations—hydraulic 


—fossil —25 to 35 years ‘ 
—nuclear —40 years 4 
oes —— ee eee = = = a = = oe —ae 
Heavy water —over the period ending in : 
the year 2040 | 
Transmission and distribution —20 to 55 years F 
Administration and service —5 to 60 years : 
Heavy water production facilities —20 years 


In accordance with group depreciation practices, for normal retirements the 
cost of fixed assets retired is charged to accumulated depreciation with no gain 
or loss being reflected in operations. However, gains and losses on sales of fixed 
assets, and losses on premature retirements are charged to operations in the year 
incurred as adjustments to depreciation expense. . 

When the costs of removal less residual value, termed removal costs, on 
retirements of fixed assets can be reasonably estimated and are significant, 
provisions for these costs are charged to depreciation expense on an annuity 
basis over the remaining service life of the related fixed assets. Other removal 
costs are charged to depreciation expense as incurred. Removal costs include the 
estimated costs of decommissioning nuclear stations and the estimated costs of 
removing certain nuclear reactor fuel channels. 

Changes in the estimated service lives of fixed assets and in the significant 
assumptions underlying the estimates of fixed asset removal costs are subject to 
periodic review. Such changes are implemented on a remaining service life basi: 
from the year the changes can be first reflected in electricity rates. 

Non-operating reserve facilities are amortized so that any estimated loss in 
value is charged to depreciation expense on a straight-line basis over their 
expected non-operating period. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate supply of fuels for its generating 
stations, Ontario Hydro has entered into long-term fuel supply contracts. Wher 
these contracts require Ontario Hydro to make payments for pre-production 
costs to suppliers in advance of the fuel delivery, these payments and associated 
costs, including interest, are carried in the accounts as unamortized advances 
for fuel supplies. The advances are amortized to fuel inventory as the fuels are 
delivered. 


Fuel for electric generation 

Fuel used for electric generation comprises the average inventory costs of fuel 
consumed, charges for commissioning energy produced, and provisions for 
disposal of nuclear fuel irradiated during the period. The inventory cost of fuel 
consumed comprises fuel purchases, transportation and handling costs, and the 
amortization of advances for fuel supplies. Transportation costs include charge 
for interest and depreciation on railway equipment owned by Ontario Hydro. 
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The charges for commissioning energy produced during the period represent the 
incremental operating and fuel costs of producing the same quantity of energy 
at generating units displaced because of the commissioning activity. The costs 
for disposal of nuclear fuel irradiated in each period are charged to operations 
based on estimated future expenditures and interest accumulating to the 
estimated date of disposal. Estimates of expenditures, interest and escalation 
rates, and the date of disposal are subject to periodic review. Adjustments 
resulting from changes in estimates are charged to operations on an annuity 
basis over the period from the year the changes can be first reflected in 
electricity rates to the estimated in-service date of the disposal facility. 


Foreign currency translation 

Current monetary assets and liabilities are translated to Canadian currency at 
year-end rates of exchange and the resulting gains or losses are credited or 
charged to operations. Long-term debt payable in foreign currencies is trans- 
lated to Canadian currency at year-end rates of exchange. Resulting unrealized 
exchange gains or losses are deferred and included in unamortized debt costs, 
and are amortized to operations on an annuity basis over the remaining life of 
related debt. Foreign exchange gains or losses on early redemption of long-term 
debt are deferred and included in unamortized debt costs, and are amortized to 
operations on an annuity basis over the average life of debt denominated in the 
same currency issued during the previous year. 


Unamortized debt costs 

Unamortized debt costs include the unamortized amounts related to unrealized 
foreign exchange gains or losses resulting from the translation of foreign 
currency long-term debt, foreign exchange gains or losses on the early redemp- 
tion of long-term debt, and discounts or premiums arising from the issuance of 
debt or the acquisition of debt prior to maturity. 

Debt discounts or premiums arising on the issuance of debt are amortized 
over the period to maturity of the debt. Discounts or premiums on debt acquired 
prior to the date of maturity are amortized over the period from the acquisition 
date to the original maturity date of the debt. 


Nuclear agreement — Pickering units | and 2 

Ontario Hydro, Atomic Energy of Canada Limited and the Province of Ontario 
are parties to a joint undertaking for the construction and operation of units | 
and 2 of Pickering Nuclear Generating Station, with ownership of these units 
being vested in Ontario Hydro. Contributions to the capital cost by Atomic 
Energy of Canada Limited and the Province of Ontario amounted to 

$258 million and these have been deducted in arriving at the value of fixed 
assets in service in respect of Pickering units 1 and 2. Ontario Hydro is required 
to make monthly payments until the year 2001 to each of the parties in 
proportion to their capital contributions. These payments, termed “‘payback”’, 
represent in a broad sense the net operational advantage of having the power 
generated by Pickering units 1 and 2 as compared with coal-fired units similar to 
Lambton units | and 2. 


Pension plan 

The pension plan is a contributory, defined benefit plan covering all regular 
employees of Ontario Hydro. Ontario Hydro is responsible for all deficiencies 
and surpluses in the pension plan. Pension costs, as actuarially determined, 
consist of current service costs and amounts required to amortize any surpluses 
or unfunded liabilities. A net unfunded liability arising from past service 
obligations is amortized up to fifteen years. All other net unfunded liabilities or 
net surpluses in the fund are amortized up to five years. 


Research and development 

Research and development costs are charged to operations in the year incurred, 
except for those related directly to the design or construction of a specific 
capital facility which are capitalized as part of the facility. 
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To the Board of Directors 
of Ontario Hydro: 


Auditors’ Report 


We have examined the statement of financial position of Ontario Hydro as at 
December 31, 1985 and the statements of operations, equities accumulated 
through debt retirement appropriations, reserve for stabilization of rates and 
contingencies and source of cash used for investment in fixed assets for the year 
then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 1 

In our opinion, these financial statements present fairly the financial position 
of Ontario Hydro as at December 31, 1985 and the results of its operations and 
the source of cash used for investment in fixed assets for the year then ended in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada, CLARKSON GORDON 
March 10, 1986. Chartered Accountants 
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Ontario Hydro 
Statement of Operations 


tor the year ended December 3], 1985 


1984 


millions of dollars 


1985 
Revenues 
Primary power and energy 
Municipal utilities 2,891 
Rural retail customers 815 
Direct industrial customers 568 
4,274 
Secondary power and energy (note 1) 351 
4,625 
Costs 
Operation, maintenance and administration 966 
Fuel used for electric generation 968 
Water rentals (note 2) 87 
Power purchased 163 
Nuclear agreement — payback (note 3) (75) 
Depreciation (note 4) 655 
2,764 
Income before financing charges 1,861 
Interest (note 5) 1,325 
Foreign exchange (note 6) 176 
1,501 
Net income 360 
Appropriation for: 
Debt retirement IA YL 
Stabilization of rates and contingencies 108 
360 


575 


See accompanying summary of significant accounting policies and notes to financial statements. 


millions of dollars 


Assets 


Ontario Hydro 
Statement of Financial Position 


at December 31, 1985 


Fixed assets (note 7) 
Fixed assets in service 
Less accumulated depreciation 


Construction in progress 


Current assets 

Cash and short-term investments 
Accounts receivable 

Fuel for electric generation (note 8) 
Materials and supplies, at cost 


Other assets 

Unamortized debt costs 

Unamortized advances for fuel supplies (note 9) 
Unamortized deferred costs (note 10) 
Long-term accounts receivable and other assets 


See accompanying su 


1985 


1984 


20,604 17,21 
4,614 4,069. 
15,990 13,146 
8,159 9,001 
24,149 22,147 
| 
18 658 
550 442 
1,015 973 
215 : 
1,798 2,252 
| 
1,897 1 4a 
899 883 
313 358 
264 214 
3,373 2,902 
29,320 27,301 


mmary of significant accounting policies and notes to financial statements. — 
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jabilities 


Long-term debt (note 11) 


Current liabilities 

Accounts payable and accrued charges 
Short-term notes payable 

Accrued interest 

Long-term debt payable within one year 


Other liabilities 
Long-term accounts payable and accrued charges 
Accrued irradiated fuel disposal and 

fixed asset removal costs (note 12) 


Contingencies (notes 3, 9 and 13) 


Equity 

Equities accumulated through debt 
retirement appropriations 

Reserve for stabilization of rates 
and contingencies 

Contributions from the Province of Ontario as 
assistance for rural construction 


On behalf of the Board 
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1985 1984 
millions of dollars 
22,518 20,659 

549 616 
223 49 
710 672 
407 847 
1,889 2,184 
158 152 
311 222 
469 374 
2,618 2,366 
1,699 1,591 
127 27 
4,444 4,084 
29,320 PAC Go| 
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Chairman President 


Toronto, Canada, 
March 10, 1986. 


Ontario Hydro 
Statement of Equities Accumulated Through 
Debt Retirement Appropriations 


for the year ended December 31, 1985 


Power District 
(Rural Retail and Totals — 
Municipal Direct Industrial — 
Utilities Customers) 1985 1984 
millions of dollars 1 
Balances at beginning of year 1,653 713. —-2,366 156 
Appropriation 172 80 252 210 
Transfers and refunds on § 
annexations by municipal 
utilities 2 (2) - 
Balances at end of year 1,827 791 2,618 2,366 


Statement of Reserve for Stabilization 
of Rates and Contingencies 


for the year ended December 31, 1985 

Held for ; 
the benefit Held for the benefit of : 
of all (or recoverable from) 
customers certain groups of customers Totals — 
Rural Direct : = 

Municipal Retail Industrial f 

Utilities Customers Customers 1985 I 


millions of dollars 


Balances at : 
beginning of year 1,614 l (23) (1) 1,591 1,2 
Appropriation 128 - (16) (4) 108 


Balances at 
end of year 1,742 l (39) (5) 1,699 1,9 


See accompanying summary of significant accounting policies and notes to financial statements. 
iy 4 
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Ontario Hydro 
Statement of Source of Cash 
Used for Investment in Fixed Assets 


for the year ended December 31, 1985 


Operating activities 
Cash provided from operations (note 14) 


Financing activities 
Long-term debt issued 
Less retirements 


Cash provided from financing 


Investing activities in other assets — decrease (increase) 
(note 14) 


Cash from operating, financing and other investing 
activities 


Changes in cash and cash equivalents 
— decrease (increase) 


Cash used for investment in fixed assets 
Changes in accounts payable and accrued charges 
affecting investment in fixed assets 


— (decrease) increase 


Investment in fixed assets 


2,541 


1985 


1984 


millions of dollars 


(103) 


85 


2,024 


See accompanying summary of significant accounting policies and notes to financial statements. 


Ontario Hydro 
Notes to Financial Statements 


Wt eS eee 


1. Secondary power and energy Secondary power and energy revenues include $350 million (1984 — 
$427 million) from sales of electricity to United States utilities. 


NN NO a ee 
2. Water rentals Water rentals are the amounts paid primarily to the Province of Ontario for the 
use of water for hydraulic generation. 


eee 
3. Nuclear agreement — payback During 1983, units ] and 2 of the Pickering Nuclear Generating Station were 

shut down for replacement of pressure tubes and did not operate for a period of 
time in 1983, and during 1984 and 1985. The Nuclear Agreement, which is 
described in the Summary of Significant Accounting Policies, allows mainte- 
nance and overhead costs during the shutdown period to be included in paybae 
calculations. The calculations have resulted in negative payback amounts of 
$8 million in 1983, $36 million in 1984 and $75 million in 1985. These amounts 
totalling $119 million, have been credited against the costs of operations for the 
respective years and are included in “long-term accounts receivable and other 
assets’. The basis for this accounting treatment is the belief by Ontario Hydro 
that under the Nuclear Agreement, these amounts, termed “negative payback’, 
plus interest, can be offset against future positive payback amounts payable to 
the Province of Ontario and to Atomic Energy of Canada Limited when the 
units return to service. Atomic Energy of Canada Limited has objected to this 
interpretation and takes the position that “negative payback” is not to be offset 
against future positive payback amounts. The interpretation of the Nuclear 
Agreement and the manner of recovering costs associated with the rehabilita- 
tion of units 1 and 2 are being discussed among the parties to the Nuclear 
Agreement. 

In accordance with an agreement dated March 14, 1983, between Atomic 
Energy of Canada Limited and Ontario Hydro, provisions for irradiated fuel 
disposal costs related to Pickering Nuclear Generating Station units 1 and 2 hav 
been included, subject to further discussions, in the calculation of payback for 
the years 1982, 1983 and 1984. The parties to the Nuclear Agreement are 
discussing whether these provisions are properly allowable costs for the period 
1982 to 1984, and also whether such costs should continue to be included in the 
calculation of payback subsequent to 1984. Atomic Energy of Canada Limited 
and the Province of Ontario’s share of irradiated fuel disposal costs included in 
the calculation of payback for the years 1982, 1983 and 1984 totalled $16 millio 
at December 31, 1984. The provisions for 1985 are not significant as the 
Pickering units 1 and 2 did not operate during the year. 
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4, Depreciation 1985 198 


millions of dolla 


Depreciation of fixed assets in service 594 51 
Amortization of deferred costs 39 4 
Provision for net removal costs 104 ; 
Other removal costs 10 | 
747 4 
Less: 
Depreciation charged to—heavy water production 50 { 
—construction in progress Zi 
—fuel for electric generation 2 
Net gain on sales of fixed assets 13 
92 ] 
655 4 


Interest 1985 1984 


fails of iar 


Interest on bonds, notes, and other debt 2,523 2,298 
Interest on accrued irradiated fuel disposal 
and fixed asset removal costs 28 24 
Zook 2322 
Less: 
Interest charged to—construction in progress 933 1,063 
—heavy water production 116 17 
—fuel for electric generation 102 97 
—unamortized advances for fuel 
supplies 15 16 
Interest earned on investments 60 80 
1,226 1,373 
1,325 949 


foreign exchange 1985 1984 
millions of dollars 

Amortization of foreign exchange gains and losses 190 120 
Net exchange gain on other foreign transactions (14) (2) 

176 118 


. assets 1985 


Assetsin Accumulated Construction 
Service Depreciation in Progress 


‘millions of dollars 


Generating stations —hydraulic 1,830 544 11 
—fossil 2,836 697 32 
—nuclear 6,805 718 6,561 
Heavy water 1,605 136 1,187 
Transmission and distribution 4,462 1,182 304 
Administration and service 915 383 64 
Heavy water production facilities 1,128 285 - 
Non-operating reserve facilities 
—fossil generating stations 786 432 
—heavy water production facilities 237 237 ~ 
20,604 4,614 8,159 


| 
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7. Fixed assets 
(Continued) 


1984 


Assets in Accumulated Construction 
Service Depreciation in Progress 


* nallions of dollars 


Generating stations —hydraulic 1,818 514 13 
—fossil 2,041 629 655 
—nuclear 4,898 542 6,747 
Heavy water 1,149 ay, 1,308 
Transmission and distribution 4,310 1,088 24] 
Administration and service 845 34] 37 
Heavy water production facilities 1,123 232 ~ 
Non-operating reserve facilities 
—fossil generating stations 794 374 ~ 
—heavy water production facilities 237 237 - 
We2is 4,069 9,00] 


Non-operating reserve facilities consist of Lennox, R.L. Hearn, J.C. Keith and 
Thunder Bay unit 1 fossil generating stations, and Bruce Heavy Water Plant “A” 
Substantially all of the undepreciated cost of non-operating reserve facilities is 
related to Lennox generating station, which based on current forecasts, is 
expected to return to operations in the late 1990s. 


Construction in progress at December 31, 1985: 


Estimate: 

Costs t 

Remaining Dependable Costs Complet 
Number of | Planned Capacityto  Incurredto  (Excludin 
Units In-Service | be Placed December 31, — Escalatio 
Scheduled Dates in Service 1985 and Interes 


‘megawatts millions of dollars 


| 
Nuclear generating | 
stations (including | 


heavy water) | 
1986 516 924 5 


Pickering “B” 1 
Bruce “B” Z 1986-87 1,590 2,730 13 
Darlington 4 1988-92 3,924 3,746 3,16 
All other 
construction 
in progress = - - 759 
8,159 


Estimated costs to complete are the most recent projections. These estimates 
exclude cost escalation and interest which are forecast to average 7% and 12% 
per year, respectively, over the period 1986 to 1992. Because of the uncertainties 
associated with long construction lead times and planned in-service dates, thes 
costs to complete are subject to change. 

The fuel channel replacement program for Pickering “‘A”’ units 1 and 2 is 
estimated to cost $415 million, excluding interest and escalation. Of this total, 
$262 million is to be capitalized as installation costs, and the remaining 
$153 million is related to the removal costs of the existing pressure tubes and is 
being recovered through charges to operations as described in note 12. The 
actual expenditures for installation costs, including interest of $30 million, 
totalled $160 million as of December 31, 1985 and are included in all other 
construction in progress in the above table. The first two units of Pickering “A 
are expected to be returned to service in 1987. 

For 1986, additional investment in fixed assets is estimated to be approxi- 
mately $2,465 million including escalation and interest. 


+O 


‘a » 


a 


‘uel for electric generation 1985 1984 
det eraillions otdollarg. 

Inventories— uranium 533 427 

—coal 482 546 

1,015 973 


rr 


ra 


=Mamortized advances for 1985 1984 


1el supplies pT west 
PP millions of dollars 


Uranium —Rio Algom Limited 450 447 
— Denison Mines Limited 355 354 

805 801 

Coal 94 82 
899 883 


Unamortized advances for fuel supplies are recovered as fuel is delivered. 
Contractual obligations for additional advance payments for uranium supplies 
together with interest capitalization approximately equal the amortization of 
advances for uranium supplies over the next five years. 

Ontario Hydro has entered into long-term contracts with Denison Mines 
Limited and Rio Algom Limited for uranium supplies through to 2012 and 
2024, respectively. Ontario Hydro’s current forecast of the annual requirements 
for uranium is approximately 1,200 megagrams for 1986, increasing to approxi- 
mately 1,800 megagrams by 1994. The forecasted requirements and contracted 
deliveries are in balance up to 1994. Commencing in 1994 through to 2012, 
contracted deliveries exceed requirements of the nuclear generating facilities 
currently in service and under construction by approximately 900 megagrams 
per year. Ontario Hydro’s options for managing the oversupply include resale of 
the uranium and, under specified conditions, cancellation or renegotiation of 
the contracts. In the event that a contract is cancelled, the supplier is not 
required to refund any outstanding advances. At this time, the likelihood of a 
contract cancellation and the financial implications of pursuing the options are 
not determinable. 


a a ee a a 


Unamortized deferred costs 1985 1984 
millions of dollars 

Bruce Heavy Water Plant “D”’ 280 317 

Wesleyville Generating Station 33 a) 

313 358 


Bruce Heavy Water Plant “‘D” is an indefinitely deferred project with a low 
probability of construction being resumed. The capital cost of this project and 
the unamortized deferred costs associated with the cancelled Wesleyville 
generating station project were not written off directly to operations since the 
Board of Directors under its rate setting authority decided that these costs be 
amortized for recovery through electricity rates over the period 1984 through 
1993, which results in an annual charge of $39 million for 1985. 


Q 


11. Long-term debt 


1985 1984 


millions of dollars 


Bonds and notes payable 22,728 21,29 
Other long-term debt 197 21 


22,925 


21, 50 
Less payable within one year 407 84 
22,018 


Bonds and notes payable: 
Bonds and notes payable, expressed in Canadian dollars, are summarized by 
years of maturity and by the currency in which they are payable in the 
following table: 


1985 1984 
Weighted 
Average 

Years of Principal Coupon Principal 

Maturity Outstanding Rate Outstanding 
Canadian Foreign Total per cent Total 

% millions millions 

of dollars of dollars 
1985 - — - 827 
1986 150 236 386 Sha 
1987 732 S06 413039 991 
1988 852 339 =6.1,191 1,158 
1989 519 828. 1,347 15323 
1990 953 803 1,756 - 
1-5 years 3,206 2513 5,719 15 4,650 
6-10 years 2,207 2,819 5,026 12.8 4,882 
11-15 years 1,687 786 =. 2,473 9.5 1,807 
16-20 years 2,676 1,420 4,096 bh 4,010 
21-25 years 1,740) 2,265; > 24,005 10.5 4,168 
26-30 years 323 1,086 1,409 14.8 1,776 
11,839 10,889 22,728 TiS 21,293 

Currency in which payable: 

Canadian dollars 11,839 10,658 
United States dollars 10,699 10,498 
Swiss francs 122 92 
West German Deutsche marks 41 45 
United Kingdom pounds sterling 27 - 
22,728 21,293 


Bonds and notes payable in United States dollars include Canadian Z 
$7,190 million (1984 —Canadian $6,966 million) of Ontario Hydro bonds he G 
by the Province of Ontario and having terms identical with Province of Ontar 
issues sold in the United States on behalf of Ontario Hydro. Bonds and notes 
payable are either held, or guaranteed as to principal and interest, by the @ 
Province of Ontario. 


Long-term debt 
(Continued) 


Other long-term debt: 
Years of Interest 
Maturity Rate 1985 1984 
meer ey pee tee oe rllions af dollars 


Balance due to Atomic Energy of 

Canada Limited on purchase of 

Bruce Heavy Water Plant “‘A”’ 1992 7.8 137 150 
Capitalized lease obligation for the 

Head Office building, payable in 


US. dollars 2005 8.0 53 S| 
Capitalized lease obligations for 
transport and service equipment 1986 6.8 
to 1988 to 11.0 a 12 
197 213 


Payments required on the above debt, excluding interest, will total $103 million 
over the next five years. The amount payable within one year is $21 million 
(1984 —$20 million). 


Accrued irradiated fuel disposal 


and fixed asset removal costs 


1985 1984 

: saaliions af aot 

Accrued irradiated fuel disposal costs 189 147 
Accrued fixed asset removal costs 122 Ths: 
311 222 


Irradiated fuel disposal costs: 


The significant assumptions used in estimating the future irradiated fuel 
disposal costs were: 
» an in-service date of the year 2010 for irradiated nuclear fuel disposal facilities; 
= a transportation distance of 1,000 kilometres from nuclear generating facilities 
to disposal facilities; 
= interest rates through to the disposal date ranging from 10% to 15% (1984 — 10% 
to 16%); and 
= escalation rates through to the disposal date ranging from 5% to 12% 
(1984 — 6% tol2%). 
Because of the uncertainties associated with the technology of disposal, and the 
above factors, these costs are subject to change. 


Fixed asset removal costs: 


Fixed asset removal costs are the costs of decommissioning nuclear generating 
stations after the end of their service lives, and the costs of removing certain fuel 
channels from nuclear reactors which are expected to be replaced during the life 
of the reactors. 


The significant assumptions used in estimating decommissioning costs were: 

« decommissioning on the deferred dismantlement basis (dismantlement follow- 
ing storage with surveillance for a 30-year period after shutdown of the 
reactors); 

= a transportation distance of 1,000 kilometres from nuclear generating facilities 
to disposal facilities; 

a interest rates through to 2061 ranging from 10% to 15% (1984 — 10% to 16%): 
and 

= escalation rates through to 2061 ranging from 5% to 12% (1984 — 6% to12%). 


The significant assumptions used in estimating the fuel channel removal costs 

were: 

= removal of fuel channels in Pickering Nuclear Generating Station “A” units 1 
and 2 in the 1984 to 1987 period, and units 3 and 4 in the 2000 to 2003 period, 


43 


©.6) 


12. Accrued irradiated fuel disposal 
and fixed asset removal costs 
(Continued) 


13. Fuel oil contract 


» interest rates through to 2007 (1984 — to 2006) ranging from 10% to 13% 


: 
and Bruce Nuclear Generating Station “A” units 1 to 3 in the 2002 to 2007 : 
(1984 — 1998 to 2006) period; 

(1984 — 10% to 16%); and 
» escalation rates through to 2007 (1984 — to 2006) ranging from 6% to 9% 
(1984 — 6% toll%). 
Because of the uncertainties associated with the technology of decommissioning 
and fuel channel removal, and the above factors, these costs are subject to 


change. 


The fuel channel removal costs incurred to date of $89 million related to 
Pickering “‘A” units ] and 2 exceed the amounts provided as of December 31, 
1985 by $11 million. The amount of $1] million is included with “Long-term 
accounts receivable and other assets” and will be recovered by way of annual | 
provision through to 1987 when both units are expected to return to service. 


Ontario Hydro contracted with Petrosar Limited for the purchase of 20,000 | 
barrels of residual fuel oil per day through to April, 1992. Deliveries for the yea: 
198] and 1982 were 6% and 2%, respectively, of the contract quantities. No 
deliveries were taken during 1983, 1984 and 1985. Amounts have been charged 
to the costs of operations in prior years to provide for settlement with respect te 
reduced deliveries up to and including 1982. Ontario Hydro advised Petrosar 
Limited on May 24, 1983 that the contract is at an end due to Petrosar Limited 
prior undertaking to the Government of Canada to limit its production of 
residual fuel oil to an amount less than the contracted quantities. Petrosar 
Limited has commenced actions claiming damages of $45.5 million and 
$59.9 million for failure to take the contract quantities in 1981 and 1982 
respectively. Ontario Hydro has counterclaimed for $39.4 million paid to 
Petrosar Limited in 1980, 1981 and 1982 and an accounting for the difference 
between market and contract prices for residual fuel oil supplied since the date 
of such undertaking. The trial on this matter in the Supreme Court of Ontario. 
commenced on November 25, 1985 and is expected to be completed in the latte 
part of March, 1986. At this time, the decision of the court and any financial — 
implications for Ontario Hydro are not determinable. 
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14. Statement of Source of Cash Used 
for Investment in Fixed Assets 


The Statement of Source of Cash Used for Investment in Fixed Assets reports — 
changes in cash and cash equivalents, defined to be cash and short-term 

investments net of short-term notes payable, rather than working capital, whi 
was the practice in prior years. The 1984 amounts have been reclassified to 
conform with the 1985 financial statement presentation. : 


Cash provided from operations is derived as follows: | 


1985 r 


millions of dollars 
Net Income 360 5) 
Items not requiring cash in the current year 
Depreciation 655 4 
Amortization of foreign exchange gains and losses 190 ] 
Provision for irradiated fuel disposal costs 24 
Nuclear agreement — payback (75) 
Other 21 
Funds provided from operations L075 1,! 


Changes in working capital, excluding cash and cash 
equivalents, and long-term accounts payable 
affecting operations — (increase) (120) 


Cash provided from operations 1,055 1,( 


Statement of Source of Cash Used 
for Investment in Fixed Assets 
(Continued) 


Pension and insurance plans 


Research and development 


Investment in other assets is derived as follows: 


1985 1984 
ee uons Py, aplion 2 
Advances and related costs for fuel supplies (37) (46) 
Less repayments and amortization of advances 
for fuel supplies 39 os 
2 1] 
Other 16 (39) 
Investment in other assets— decrease (increase) 18 (28) 


Ontario Hydro’s employee benefit programs include pension and insurance 
plans. The assets of the pension, group life insurance and long-term disability 
plans and the changes in assets during the year are shown in the financial 
statements of The Pension and Insurance Fund, and are not included in Ontario 
Hydro’s financial statements. 
The most recent actuarial valuation of Ontario Hydro’s pension plan as at 
December 31, 1984 reported a surplus of approximately $220 million (December 
31, 1983—$115 million). The increase in the pension plan surplus during 1984 is 
attributable to an experience surplus of $133 million, partially offset by the 
amortization of $28 million of the established surplus. On January 1, 1985, 
$42 million of the $220 million surplus was applied towards plan improve- 
ments to the pension plan. 
The significant actuarial assumptions used in the 1984 and 1983 valuations 
were: 
= rate used to discount future investment income— 8.5%, and future benefits — 
8%; 

« salary escalation rate—8%; 

= average retirement age for males—60.3 (1983 —61.2) and for females—61.2 
(1983 —60.7); and 

= corporate shares valuation —five-year average. 

The pension plan costs for 1985 were $21 million (1984—$51 million) after the 
deduction of $58 million (1984 —$28 million) for the amortization of pension 
plan surplus. 

The group life insurance plan had a surplus of approximately $34 million as 
of December 31, 1985 (December 31, 1984—$33 million). This surplus, subject to 
approval by an order-in-council from the Province of Ontario, will be used to 
pay the insurance premiums for all employees who are members of the plan. 


In 1985, approximately $63 million of research and development costs were 
charged to operations and $17 million were capitalized (1984—$55 million and 
$17 million, respectively). 
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Ontario Hydro 
Five-Year Summary of 
Financial Statistics 


millions of dollars 


Revenues 
Primary power and energy 


Municipal utilities 2,891 2555 2.205 1,997 
Rural retail customers 815 FZ 644 576 
Direct industrial customers 568 516 448 395 
4,274 3,783 3,357 2,968 
Secondary power and energy 351 429 448 419 42. 
4,625 4,212 3,805 Be se Pi i 
Costs : 
Operation, maintenance and | 
administration 966 884 952 854 76 
Fuel and fuel related“) 1,143 1e2L0 1,169 1,094 95 
Depreciation 655 476 396 348 ra 
2,764 2,570 2,517 2,296 2,04 
Income before financing charges 1,861 1,642 1,288 1,091 1,11 | 
Financing charges | 
Gross interest 2,551 Ve 9 2 2.012 
Capitalized interest (1,166) (1,293) (1,194) 
Investment income (60) (80) (58) 
Foreign exchange 176 118 56 
1,501 1,067 816 
Net income 360 575 472 
Financial position 
Total assets 29,320 27,301 23,194 
Fixed assets 24,149 22,147 19,948 
Long-term debt 22,518 20,659 LAet 
Equity 4,444 4,084 3,509 
Source and use of cash") 
Cash from operations £055 1,088 950 
Cash from financing 757 1,756 1,823 
Investment in fixed assets 2,541 2,624 2,746 
Financial indicators 
Debt ratio”) .830 833 .840 
Cash flow coverage”) 1.02 .96 .88 


Interest coverage) 1.14 1:25 1.24 


erage revenue”) 

mary power and energy 
Municipal utilities 

Aural retail customers 
Jirect industrial customers 
ondary power and energy 
classifications combined 


erage rate increases 
inicipal utilities 

ral retail customers 

ect industrial customers 


srage cost’) 

draulic 

Jperation, maintenance 
and administration 

‘uel — water rentals 

Jepreciation and 
financing charges 


clear 

Jperation, maintenance 
and administration 

‘uel—uranium 

Jepreciation and 
financing charges 


sil 

Jperation, maintenance 
and administration 

‘uel—coal, gas and oil 

Jepreciation and 

financing charges 


1985 1984 1983 1982 1981 


in cents per kilowatt-hour of total energy sales 


3.754 3.440 3.210 2.981 2.710 
5.561 5.143 5.027 4.475 4.269 
3.154 2.896 2.740 2.614 2.290 
4.098 4.037 3.768 3.895 3.838 
3.879 3.586 3.409 3.203 2.945 
PU Hie MeE ete Sthoratarapereeiy ca cho. =) 
8.5 8.0 8.2 9.6 9.3 
8.7 7.5 8.8 8.7 Lie? 
8.8 7.6 8.5 10.0 9.6 


in cents per kilowatt-hour of energy generated 


.186 184 pLOg 173 .149 
.233 .164 .076 073 .066 
399 384 345 .360 ao ey! 
818 132 980 .606 966 
481 506 49] 487 411 
426 361 357 384 232 
2.018 1.330 1.026 883 .807 
2.925 jae bs es 1.874 Ie 54 1.450 
415 348 .368 .402 374 
2.609 2.500 ZALT 2.328 2.097 
882 OT 586 .683 611 
3.906 3.445 3.371 3.413 3.082 


»tnotes 


(1) Figures for 1981-1984 have been reclassified to conform with the 1985 
financial statement presentation. 

(2) Debt ratio represents debt (bonds and notes payable, short-term notes 
payable, other long-term debt, and accrued irradiated fuel disposal and 
fixed asset removal costs less unamortized foreign exchange gains and 
losses) divided by debt plus equity. 

(3) Cash flow coverage ratio represents funds provided from operations plus 
net interest, and interest charged to fuel for electric generation less interest 
on accrued provisions divided by interest on bonds, notes, and other debt. 

(4) Interest coverage represents net income plus interest on bonds, notes, and 
other debt divided by interest on bonds, notes, and other debt. 

(5) Figures for 1985 are preliminary. 

(6) Average cost per kilowatt-hour represents the costs attributable to genera- 
tion but excludes the costs related to transmission, distribution and 
corporate administrative activities. These figures reflect the historical 
accounting costs of operating facilities and the actual energy generated by 
these facilities during the year. 


Ontario Hydro 
Comparative Statistics 


1985 1984 1983 1982 19! 
Customer statisti in millions of kilowatt-hours E 
ie : 
Primary energy sales on 
Municipal utilities 77,017 74,279 70,601 67,019 66,41 
Rural retail 14,235 13,867 12-375 12,867 12,78 
Direct industrial 17,963 L787 16,348 15,119 17,07 
109,215 105,963 99,774 95,005 96,27 
Secondary energy sales 8,565 10,627 11,900 10.753 1 1,0 5 
Total Ontario customers in thousands q 
Residential 2,707 2652 2,604 2,559 
Farm 106 107 108 110 
Commercial and industrial 353 346 339 335 
3,166 3,105 3,051 3,004 2,967 
Average annual use in kilowatt-hours per customer ; } £3 
Residential 10,800 10,590 10,149 9,976 9,853 
Farm 22,618 22,556 21,389 PAM ee, 20,7¢ 
Commercial and industrial 215,000 212,700 200,436 194,376 204,59 re 
Average revenue é in cents per kilowatt-hour ; 
Residential 5.39 5.02 4.69 4.34 
Farm 5.74 5.24 4.87 4.50 
Commercial and industrial 4.01 3.74 3.50 3.28 
Operating statistics 
Dependable peak capacity oe 
(‘000 kW)? 28,224 26,612 25,269 24,906 24,59! 
- December primary peak 4 
demand (‘000 kW) 20,473 18,052 18,792 16,872 16,60 
Primary energy made available ag 
(‘000,000 kW.h) 116,049 112,293 106,071 100,836 101,65! 
Total staff, average for year ag 
(includes regular and temporary staff) 31,166 29,613 31,233 32,654 30,85) 
Footnotes (1) Figures for 1985 are preliminary. 


(2) Includes mothballed generation: 1985 — 3,932,700 kW; 1984 —3,999,200 KV : 
1983—3.783,200 kW; 1982—3,034,200 kW; and 1981—1,913,000 kW. 
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Quality of service can be sustained 
and improved only when we continue 
to stay in touch, to respond, to 
evolve, with the changing needs and 
values of our customers. 


That commitment has been part of our 
tradition, and absolutely vital to our 
success, right from the very beginning. 


Ontario Hydro 

700 University Avenue 
Toronto, Ontario 
M5G 1X6 
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Customer Robert Chapman 
(right) from eastern Ontario 
discusses his new electricity 
supply with Customer Service 
Supervisor Kevin Leach. 
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Ontario Hydro’s 
Board of Directors’ 
Report for 1986 


To: 
The Honourable Vincent G. Kerrio 
Minister of Energy 


Ontario Hydro’s Board of Directors submits to you 
this report of the financial position and relevant 
Ontario Hydro activities for the year 1986. 


We thank you and Ministry of Energy staff for the 
cooperation extended during the year. 


On behalf of the Board, 


Tom Campbell 
Chairman 
April, 1987 
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Financial Highlights 
1986 1985 
(millions of dollars) 
Revenues 4,853 4,625 
Net Income 247 360 
Total Assets 31,357 29,320 
Investment in Fixed Assets 2,523 2,541 


The Corporation 

Ontario Hydro is a corporation without share capital created by a special 
statute of the Province of Ontario in 1906. It now operates under the authority 
of the Power Corporation Act, R.S.O. 1980, Chapter 384, as amended, with 
broad powers to generate, supply and deliver electric power throughout the 
province. It is also authorized to produce and sell steam and hot water as 
primary products. The Corporation’s prime objective is to supply the people of 
Ontario with electricity at the lowest feasible cost consistent with high safety 
and quality of service standards. 

Ontario Hydro sells wholesale electric power to municipal utilities in urban 
areas who, in turn, retail it to customers in their service areas. Ontario Hydro 
also serves directly more than 100 large industrial customers and 813,189 rural 
retail customers in areas or communities not served by municipal utilities. In 
1986, approximately 3,241,000 customers were served by Ontario Hydro and 
the municipal utilities in the province. 

Ontario Hydro operates 81 hydraulic, fossil and nuclear generating stations 
and an extensive power grid across Ontario to meet the province’s demands 
for electric energy. Interconnections with other power systems place the 
Corporation in a far-ranging electrical grid that covers a large segment of the 
North American continent. 

In addition, Ontario Hydro exercises certain regulatory functions over 
municipal utilities as well as the approval and inspection functions for electrical 
equipment (in conjunction with the Canadian Standards Association) and 
electrical wiring installations throughout the province. 

Ontario Hydro is a financially self-sustaining corporation. The Province of 
Ontario guarantees bonds and notes issued to the public by the Corporation. 

Ontario Hydro’s head office is located at 700 University Avenue, Toronto, 
Ontario. For administrative and operational purposes, six regional and 48 area 
offices are maintained throughout the province. 

The business and affairs of Ontario Hydro are directed and controlled by a 
board of directors consisting of a chairman, vice-chairman, a president, and not 
more than 10 other directors. All of the members of the Board, who represent a 
broad spectrum of Ontario society, are appointed by the Lieutenant Governor 
in Council of the province except the president who is a full-time employee of 
the Corporation appointed by the Board. 

To assist the Board in directing the Corporation’s affairs, there are five 
Committees of the Board: Finance, Audit, Management Resources, Social 
Responsibility, and Technical Advisory. These committees review and make 
recommendations to the Board on matters within their terms of reference. 


Quality of Service, Value to Customers 


It was the search for a better way to meet 
Ontario’s growing energy needs that led to the 
establishment of Ontario’s first publicly owned 
electric utility in 1906. 

At that time, electricity was becoming an im- 
portant element in the development of Ontario. 
However, few could afford the high cost of 
power service provided by the existing privately 
owned companies. Moreover, that service was 
unreliable and it was limited to only certain areas 
in the province. 

Increasingly, many electricity customers and 
would-be customers voiced their dissatisfaction 
with the private power companies. Soon, cities 
were rallying for public power under the leader- 
ship of Adam Beck, the man who was to become 
the first chairman of Ontario’s Hydro-Electric 
Power Commission, known today as Ontario 
Hydro. 

The mandate of that Hydro-Electric Power 
Commission was clear: to provide customers with 
a reliable supply of electricity at a reasonable cost. 
For 80 years, we have been doing just that. In the 
process, we have taken on new responsibilities 
and learned new skills to meet the needs of an 
evolving economy and society. For the first 70 years of our operation, the 
demand for electricity grew at a rapid rate, averaging over seven per cent a 
year. Industries grew, farms became larger and more mechanized, and homes 
and commercial operations relied increasingly on electrical appliances. 

But energy consumption patterns began changing in the 1970s. The effect 
of the OPEC oil embargo contributed to a weakening of the global economy. 
Interest and inflation rates soared. For the first time since World War II, the 
demand for energy declined as the price continued to rise. 

These economic changes contributed to changes in society’s attitudes and 
values. Energy became a number one public concern. Conservation of natural 
resources, together with preservation of the environment, became paramount 
public values. Unchecked increases in energy consumption and high electricity 
load growth came to an end. And customer satisfaction no longer depended 
solely upon a low-cost reliable supply of electricity. 

Other elements of electrical service became priorities. Electricity customers 
became more interested in using electricity efficiently. They also wanted to 
ensure that electricity was generated with minimum disruption to the environ- 
ment. And they started to take a real interest in the planning and operations 
of Ontario Hydro. 


1910s 1920s 

Ontario Hydro Research Laboratories develop Power from Sir Adam Beck | hydraulic 

energy efficient lightbulb station begins flowing into the system; cons 
truction of Sir Adam Beck II begins. These 
Stations are the cornerstones of Ontario 
Hydro's hydraulic system and still produce 


1930s 

Ontario Hydro develops first insulated water 
heater, setting new standards for energy 
saving water storage 


electricity today for less than a penny per 
kilowatt hour 


Dieter Heins (left) of Ontario 
Hydro, Michael Farquhar 
(middle) of the Harbour Castle 
Hilton, and David Etier of 
Toronto Hydro discuss the 
Hilton’s electricity costs. 
Ontario Hydro staff worked 
with hotel engineering staff to 
reduce electricity consumption 
by 33 per cent. More efficient 
lighting and better use of off- 
peak power for water heating 
have produced annual savings 
of $450,000. 


Doug Gowing polishes a table 
at the Andrew Malcolm 
Furniture Company in 
Listowel, where fine hard- 
woods are dried in kilns fired 
by heat pumps. The process 
uses 40 per cent less energy 
than the conventional drying. 


Quality of Service, Value to Customers 


Today, these elements of electricity service remain important to the customer 
and to Ontario Hydro. We are always looking for a better way to meet Ontario’s 
energy needs. And right now, just as it was a short decade ago, the better way 


to meet Ontario’s energy needs includes improving the efficiency of electricity 
use and increasing our efforts to protect the environment. In addition, Ontario 
Hydro must continue to stay in touch with customers’ changing energy needs 
and values, both to meet their present electricity needs and to anticipate 

their future needs. 

Helping our customers use energy efficiently today continues to be a 
commitment of some magnitude. What is important to one customer is not 
necessarily as important to another. Some customers value comfort and 
convenience first, some prize guaranteed reliability, others want environmental 
protection at all costs, while still others are concerned mainly with lowering 
their energy bills. Most believe all the above are important, hence the need for 
Ontario Hydro to provide a service that balances these various priorities. 

To do that, Ontario Hydro, with our municipal electrical utility associates, 
is increasing the flexibility of services offered. We are increasing numbers 
and types of energy service so that electricity consumers can determine for 
themselves where, when and how they will use their electricity. 


Se ee 


1950s 

Ontario Hydro standardized entire province 
on 60 Hert frequency for more efficient and 
versatile electricity supply. 


1960s 1970s 1980s 

Insulation and vapour barriers promoted as Nuclear stations come into service generating Ontario Hydro emphasizes better energy 
part of “Live Better Electrically” campaign. electricity safely and economically. management through more energy efficient 
Today, these efforts have resulted in thou- Ontario Hydro undertakes all appliance applications and more flexible energy options 
sands of well-insulated, energy efficient testing for federal government's Energuide such as cogeneration. 

electrically heated buildings and homes. program. To date, customers have saved Planning for future energy needs begins. 


approximately $1.2 billion dollars in energy. 


Right now we offer a number of energy manage- 
ment options that increase energy efficiency and 
give customers better value for every energy 
dollar. These options include residential water 
heating, heat pumps, commercial radiant heat, 
industrial plasma induction technologies, and 
industrial electrochemistry. 

We are also exploring the possible application 
of other options like time-of-use rates, strategic 
conservation, load management, industrial 
cogeneration and renewable energy alternatives 
such as solar power. As we continue to know 
more about our customers’ energy needs and 
values, we can develop more and better pro- 
grams tailored to satisfy their specific energy 
requirements. 

Similarly, as we continue to learn more about 
our environment, our environmental protection 
programs become more effective. Ontario 
Hydro has always worked hard to maintain 
water quality, to preserve lands and to protect 
fish populations and wildlife that might be 
affected by its operations. We are also making 
every effort to continue reducing sulphur and 
nitrogen oxide emissions, the gases from our 
coal-burning stations that contribute to acid rain. 

Our efforts are becoming more effective; acid gas emissions have declined 
by 37 per cent over the last two years. We will continue to improve our 
environmental protection programs while maintaining reasonable electricity 
rates and reliable service to meet the demands of today’s electricity customer. 

But Ontario Hydro’s commitment doesn’t end with satisfying the needs 
of today’s electricity customer. We must anticipate also the needs of 
tomorrow’ electricity customer. And we cannot do that without consulting 
first with the people of Ontario. 

Since the late 70s, Ontario Hydro has been building a reputation as a 
corporate leader in consulting with the public about the planning, building 
and operating of its power facilities. At present, as part of our planning for 
Ontario’s future energy needs, we are in the process of conducting a 
comprehensive public consultation program including discussions with 
provincial community leaders and dozens of provincial organizations. 

Meeting our customers’ energy needs while respecting their values is very 
important to Ontario Hydro. Whether it is encouraging energy efficiency, 
protecting the environment, or ensuring a secure supply of electricity for the 
future, Ontario Hydro’s search for a better way to meet Ontario’s energy 
needs is more than a series of programs or processes. It involves an attitude 
basic to all of Ontario Hydro’s activities, and a dedication to customer 
satisfaction. 


Michael Mokohonutk (left), 
plant foreman at E. B. Eddy’s 
Pulp and Paper Mill in 
Espanola, and Rolly Racicot, 
Customer Service Supervisor 
at Ontario Hydro’s northeast- 
ern regional office, inspect a 
finished roll of paper. E. B. 
Eddy now produce their own 
electricity with hydraulic gen- 
erators. They have also 
approved the purchase of a 25 
MW steam turbine to complete 
their cogeneration project. 


Chairman Tom Campbell at 
the official opening of the 
Municipal Electric Associa- 
tion’s new head office in 
Toronto. 
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Chairman’s Message 


At Ontario Hydro, customer service and satisfaction is a tradition. Eighty 
years ago, Adam Beck, Ontario Hydro’s first chairman, made a commitment 
to provide the people of Ontario with a reliable supply of power at cost. 
Over the years, that commitment has remained fundamental to all of our 
activities, and is the foundation of customer satisfaction. 

To provide electricity at a cost and in a manner that our customers find 
acceptable, we must continually strengthen our relationship with our cus- 
tomers. Only by staying in touch and evolving with the changing needs and 
values of our customers can we sustain and improve the quality of our service. 

Today, Ontario Hydro, together with the municipal electrical utilities, serves 
over three million customers with different energy needs and priorities. These 
needs and priorities must be balanced with Ontario Hydro’s overall responsi- 
bility to supply the people and economy of Ontario with a reliable source of 
low-cost electricity. 

During 1986, with a strengthening economy, the demand for electricity 
increased by 3.7 per cent. Electricity demand is expected to continue growing 
as the economy grows, even though electricity is being and will be used more 
efficiently. A reliable and low-cost electricity supply, as well as energy efficient 
electrical applications, are very important to Ontario as they help attract new 
investment to the province. In the past few years alone, the number of auto- 
motive manufacturing plants locating in Ontario has increased significantly. 

Ontario Hydro must also ensure a secure supply of electricity for the future. 
With the completion of the Darlington Generating Station in 1992 and the 
high-voltage transmission facilities in eastern and southwestern Ontario, we 
will have enough electricity to meet our customers’ most probable demand for 
electricity through to the late 1990s. However, careful planning takes time, so 
we have started looking at our customers’ probable needs beyond the 1990s. 
During 1986, Ontario Hydro, with customer consultation, proceeded with a 
major study of demand and supply options for meeting future electricity 
needs. This study, when complete, will lay out the options of electricity 
supply for Ontario well into the twenty-first century. 

To meet our customers’ needs now and in the future, we rely on the skill, 
dedication and commitment of Ontario Hydro’s people. I would like to thank 
all of our employees, as well as our Board of Directors and our partners, the 
municipal electrical utilities, for helping us to serve the electricity consumers 
of Ontario. 


President’s Message 


Serving our customers well has always 
been important to Ontario Hydro. 
Over the years, good service has 
become more complex and now ex- 
tends far beyond restoring electrical 
interruptions quickly. Today, cus- 
tomer satisfaction depends upon our 
ability to provide an electrical energy 
service that not only improves work- 
ing and living conditions, but also 
reduces electricity bills and energy 
consumption. To do this, we must 
get to know our customers and their 
energy needs better. a 

This year, Ontario Hydro continued translating what it is learning about 
customers’ expectations into several new programs designed to increase the 
flexibility of our services. We introduced the Energy Advisory Service to help 
householders use electricity more efficiently. A new department was estab- 
lished to assist industrial customers better. We are working more closely with 
industrial customers in all regions of the province, looking for ways to improve 
their electricity service, and increase their industrial competitiveness through 
the application of energy efficient electrical processes. In short, Ontario Hydro 
is working toward becoming as much an energy consultant as an electricity 
producer and distributor. Helping our customers use electricity efficiently has 
become a vital element of good service. 

Affordable electricity rates is another important element of good service. We 
have always believed that, and our customers continue to tell us that. Ontario 
Hydro’s ability to keep rates low and reliability high is a testament to the 
efficiency and effectiveness of our operations and management. 

The Corporation’s actions to improve and broaden its customer services took 
place in a stable financial environment. Total revenues for the year were higher 
than in 1985 but net income dropped because of increased financing charges as 
new generating facilities were brought into service and because of reduced 
exports. Both the amount and price of electricity exported to the United States 
dropped sharply because of falling oil prices and strong competition among 
Canadian utilities. The decline in net income in 1986, however, has not affected 
Ontario Hydro’s ability to meet its interest payments or debt repayment obliga- 
tions. Ontario Hydro’s annual investment in fixed assets has steadily decreased 
since 1982 with cash from operations continuing to represent a significant 
portion of that investment. This trend toward greater internal financing is 
expected to continue as current major capital programs near completion. 

I'd like to thank all Ontario Hydro employees for their continuing commit- 
ment to the people of this province, as well as their personal support during my 
first year as President. Their efforts have maintained Ontario Hydro’s reputa- 
tion as a world-class electric utility that does more than keep the lights on. 
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From left to right: Arvo 
Niitenberg, Executive 
Vice-President, Operations; 
Sam Horton, Executive 
Vice-President, Human 
Resources, Engineering and 
Services; Ted Burdette, 
Executive Vice-President, 
Finance and Planning, and 
Robert Franklin, President. 


At Bishop Scala- 
brini Catholic 
School in York 
Region, electrical 
rooftop heat 
pumps heat and 
cool the twenty- 
classroom build- 
ing at a cost far 
below the pro- 
jected energy 
budget for con- 
ventional energy 
sources. In fact, 
as a result of 
reduced energy 
costs, the school’s 
operating costs 
are among the 
lowest in York 
Region. 
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“The school is quiet and has the most comfortable environ- 
ment I have ever experienced. The air inside the classrooms 
is always fresh and the even temperature is conducive to 
happier and more responsive attitudes in the students.’’ 


Charles McCarthy 
Principal 


Year in Review 

In 1986, as the provincial economy continued to 
improve, the primary demand for electricity 
increased by 3.7 per cent. 

Ontario Hydro’s rural retail system alone add- 
ed more than 18,000 new customers, bringing the 
total number to 813,189. This 2.3 per cent increase 
in the number of rural retail customers continues 
the upward trend of the past five years. In all, 
Ontario Hydro delivered 126.6 billion kilowatt- 
hours of electricity to its customers, including 6.0 
billion kilowatt-hours supplied to utilities outside 
of Ontario, chiefly in the United States. 

Peak demand also climbed. Since large amounts 
of electricity cannot be stored, Ontario Hydro care- 
fully monitors consumption peaks so that the utility 
can supply its customers on the coldest, darkest 
evenings of the year. The 1986 peak demand 
was 20.7 million kilowatts. 

Ontario Hydro produces the electricity requir- 
ed by its customers from three primary sources: 
falling water, uranium and coal. In 1986, water 
power supplied 29.4 per cent of the total energy 
resources, for a total of 37.2 billion kilowatt- 
hours. The average kilowatt-hour produced from 
existing hydraulic stations costs .86 cents. As most of Ontario’s water power 
was developed before 1960, few opportunities for developing additional large 
and economical hydraulic stations now exist in the province. However, Ontario 
Hydro is investigating the development of additional small hydraulic sites. 

Nuclear generation, now Ontario Hydro’s principal source of electricity, 
provided 46.0 per cent of Ontario’s electricity, for a total 58.2 billion kilowatt- 
hours. Nuclear generated power helps keep Ontario Hydro’s electricity rates 
low. A kilowatt-hour of nuclear power costs an average 3.0 cents, compared 
with an average 4.73 cents from a coal-burning unit. 

Coal-burning plants are Ontario Hydro’s third major source of power, 
supplying 18.9 per cent of the province’s electricity in 1986 for a total of 
24 billion kilowatt-hours. These plants provide Ontario Hydro with the 
flexibility required to respond to fluctuations in peak load or outages at 
other generating plants. 

In addition to generating electricity, Ontario Hydro buys power from other 
utilities, chiefly from Quebec and Manitoba to help meet customer demand. 

In 1986, these purchases provided 5.7 per cent of Ontario Hydro’s electricity 
requirements, or 7.2 billion kilowatt-hours, at a cost of $128 million. In October, 
the Corporation announced an agreement with Hydro Quebec to purchase up 
to 1200 megawatts of electricity, as required, between December 1986 and 
March 1987. This agreement also allows Ontario Hydro to strengthen reliability 
in the eastern part of the province’s power system for 1987. 


Energy efficient design com- 
bined with an energy efficient 
electric heating system has 
created a comfortable learning 
environment year-round for 
Bishop Scalabrini School 
children. 
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Ontario Hydro researchers 
demonstrate to Hydro Quebec 
the use of a ‘‘fish pulsar’’ in 
repelling juvenile American 
chad. Ontario Hydro pio- 
neered the design which uses 
sound to divert or guide fish 
away from water intakes to 
areas of safe passage. 
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Year in Review 


While Ontario Hydro’s construction program has been winding down since 
1982, Ontario Hydro’s construction activity was marginally higher in 1986 than 
in 1985. Purchases of goods and services for construction and operations 
increased by $57 million to $1,034 million. Contract awards rose from $712 
million in 1985 to $794 million. In total, 81 per cent of these orders were placed 
with Canadian companies, mostly in Ontario. 

As would be expected, as Ontario Hydro’s construction program declines, 


its need for long-term financing diminishes. Between 1982 and 1986, net 
borrowings dropped from $2,172 million to $1,710 million. 


Assuring Reliability 
During 1986, Ontario Hydro’s employees coped with several unexpected 
disruptions to the electrical system. On March 10, freezing rain across much of 
southern Ontario led to ‘‘flashovers’’ on the 500-kilovolt transmission system 
and forced a cut in the output from the Bruce Generating Stations. The loss 
was largely overcome by increasing the output from other generating resources 
and purchasing power from neighbouring utilities. Interruptions occurred only 
for those industrial customers whose contracts permit the curtailment of supply. 
In July, a tornado touched down in Haliburton County, leaving 6,000 
customers without electricity. Crews from Minden and several neighbouring 
areas repaired the damaged lines. On August 7, Ottawa’s Centretown was 
blacked out by a fire in the Slater Transformer Station. Ontario Hydro and 
Ottawa Hydro staff restored power to about half the interrupted customers 
from adjacent stations within four hours. Full service was restored 56 hours 


after the initial disruption despite difficult circumstances and adverse weather 
conditions. Ontario Hydro, with the help of the local municipal utilities, began 
extensive studies into the incident to reduce the probability and duration of a 
total station interruption to a level as low as is reasonably achievable. 


Keeping Rates Reasonable 

Ontario Hydro works hard to keep its operating costs minimal to keep 
electricity rates as low as possible, while meeting its commitment to provide 
dependable service. The 1987 average rate increase of 5.5 per cent, announced 
in the fall of 1986, keeps our rate levels among the lowest in the world. The cost 
of electricity in this province is below power rates in most North American 
cities, and virtually all European and Far Eastern countries. By keeping rates 
reasonable, Ontario Hydro also helps Ontario attract and maintain industrial 
development and economic activity. 


Talking with Our Customers 

Ontario Hydro’s interest in understanding the needs and values of its 
customers better was demonstrated in 1986 through an array of customer- 
oriented activities, many of them connected with the Corporation’s study of 
meeting Ontario’s future energy needs. 

Initiated in 1984, this study will guide Ontario Hydro’s planning decisions 
for the next several years, and includes extensive surveys of public views and 
direct consultations with the public. The largest single customer-attitude 
survey in Ontario Hydro’s history involved face-to-face interviews with 1,200 
residential, 200 commercial and 200 industrial customers. Customers ranked 
reliable service, reasonable rates and environmental protection as priorities in 
that order. In another survey, Ontario Hydro asked over 800 customers for 
their views on meeting Ontario’s electricity needs in an environmentally sound 
manner. The survey asked the customers what tradeoffs they were prepared 
to make to meet the reliability and price objectives. Overall, customers respond- 
ed that protecting the environment was as important as a reliable, low-cost 
electricity supply. 

Also as part of this future needs study, Ontario Hydro continued to meet 
with public interest groups, provincial community leaders and municipal 
utilities to explore a broad range of concerns. 

In addition to its own public consultation programs, Ontario Hydro officials 
appeared before a number of hearing bodies, including the Ontario Energy 
Board, the National Energy Board, and the Joint Board under the Consolidated 
Hearings Act. Ontario Hydro also appeared before the federal Special Com- 
mittee on Acid Rain in May 1986. As well, the Corporation appeared before 
the Select Committee on Energy established by the provincial legislature. In 
August, the Ontario Cabinet approved two of the Select Committee’s chief 
recommendations: completion of Darlington Generating Station; and the 
establishment of an independent review of the safety of the design and 
operation of the CANDU reactor. During 1986, Ontario Hydro spent approx- 
imately 90,600 hours, or 60 person-years, and almost $6 million participating 
in public hearings. 
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Ontario Hydro 
marketing repre- 
sentative, Made- 
lon Gordon, (left) 
consults with 
Willie Casteels of 
Port Perry. Mr. 
Casteels has 
installed infrared 
electric brooders 
to raise his 
230,000 broilers. 
The result has 


been more precise 
heat control, 
higher produc- 
tivity, and lower 


“We heat our barns electrically. Right from the start we 


have, part of the reason being that it is a very versatile 


, ] “or - . 
produc t It 1S aliSO aire asonable COST enereyv SOUrce 


Will Nap 
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The Corporation’s con- 
tact with the public 
increased in other areas. 
More than 85,000 peo- 
ple visited Ontario 
Hydro’s information 
centres located at the 
Bruce, Darlington, 
Lakeview, Lambton, 
Nanticoke, Niagara 
Falls, Pickering, 
Saunders, and Thunder 
Bay Generating Sta- 
tions. Ontario Hydro’s 
Speakers’ Bureau 
arranged 531 speaking 
engagements to com- 
munity, business and service groups throughout the province. Ontario Hydro 
also prepared a sequel to the well-received videotape series ‘Watts Up.’’ 


Meeting Our Customers’ Electricity Needs 
Nuclear Generation 
Ontario Hydro’s nuclear energy program continues to be safe and economical. 


During 1986, work progressed on several facilities in place or under construction. 


The most active site was Darlington, where the station’s first reactor is 
scheduled to come on stream in 1988. When it is finished, Darlington will 
provide 3,600 megawatts, enough power to meet the needs of a population 
the size of metropolitan Toronto. All Darlington units are scheduled to be in 
service by 1992. 

Darlington will also house Ontario Hydro’s new Tritium Removal Facility. 
Tritium, a mildly radioactive isotope of hydrogen, gradually accumulates in 
the heavy water used in operating Canadian deuterium uranium (CANDU) 
reactors. The process of isolating and extracting tritium from tritiated heavy 
water will increase the safety of our CANDU station employees. This facility 
should begin operating in 1987. 

In 1986, the Atomic Energy Control Board granted Ontario Hydro a licence 
for the design and manufacture of containers for the bulk transportation of 
tritiated water. The Tritiated Heavy Water Transport Package, as it is called, 
holds 5,000 litres and will be used when the Tritium Removal Facility at 
Darlington begins operating. The AECB also granted Ontario Hydro a licence 
for the design and manufacture of containers for the bulk transportation of 
used nuclear fuel. 

On February 28, Unit 8 of the Pickering Nuclear Generating Station was 
declared in service. This station, on the shore of Lake Ontario, now has a total 
capacity of 4,300 megawatts. Units 1 and 2, however, have been shut down 
since 1983, when cracks in pressure tubes were discovered. By the end of 
1987, all pressure tubes in both units will have been replaced and the 
units returned to service. 


Ontario Hydro works closely 
with agricultural customers to 
improve electrical energy use 
in farming operations. Will 
Nap of Thornton (right) with 
the help of Harold Parker de- 
cided electricity was the most 
effective heating source for 
the farrowing operation on 
his pig farm. 
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Ontario Hydro technician 
Grant Edwards installs a 
Lyman-Alpha hygrometer to 
check acid rain deposits north 
of Toronto. Careful monitoring 
is essential in tracking Ontario 
Hydro’s progress in reducing 
sulphur and nitrogen oxide 
emissions. 
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Work on the Bruce Generating Station ‘’B’’ near Lake Huron, also 
approached completion. Unit 7 came on line in April 1986, and the final 
reactor, Unit 8, should begin delivering power by mid-1987. 


Nuclear Safety and Performance 

The accident in April at the Soviet Union’s Chernobyl nuclear station raised 
a number of questions about the design and operation of Ontario Hydro’s 
nuclear stations. Ontario Hydro provided extensive information to the public 
and media on plant design, the intensive training of Ontario Hydro’s nuclear 
staff and Ontario Hydro’s commitment to worker and public safety. 

Unlike Chernobyl, Ontario Hydro’s nuclear generating stations have fast 
shutdown and vacuum systems which ensure safe operation and prevent 
emissions from escaping into the atmosphere. CANDU units also rely on 
heavy water, rather than the inflammable graphite used at Chernoby] to 
moderate fission in the reactor’s core. 

CANDU reactors have distinguished themselves as the best in the world. 
At the end of 1986, four Ontario Hydro CANDU units ranked in the top 10 
in lifetime performance among 277 commercial reactors worldwide. 

One of the most important safeguards at Ontario Hydro’s nuclear stations is 
the well-trained people who run these facilities. The training program for our 
nuclear operators is lengthy and rigorous, and makes extensive use of control 


room simulators. This year Ontario Hydro completed a retrofit of the Bruce 
“A” training simulator, declared the Bruce ‘’B’’ training simulator in service, 
and continued upgrading the Pickering ‘’A’’ simulator. The Darlington simula- 
tor will be delivered by mid-1987. 

Ontario Hydro’s nuclear employees’ record for working safely is excellent. 
In 1986, these employees extended their record to 32 years without an 
on-the-job fatality. Furthermore, in 1986 the total units of radiation received by 
the Corporation’s nuclear operating staff remained low, even though the 
energy output of our nuclear stations increased substantially. 


Coal-fired Generation 

Coal-fired stations play a unique role in Ontario Hydro’s generation mix, sup- 
plying the additional power required when all available nuclear and hydraulic 
units are running. This is especially vital during the peak demands of winter. 

Ontario Hydro is examining the merits of refurbishing some of its older 
coal-fired generating stations. For example, a study is in progress on the cost- 
effectiveness of rehabilitating the 25-year-old Lakeview Generating Station 
in Mississauga to increase its reliability and extend its service life. 

Even as it works to meet Ontario’s growing demand for reliable, reasonably 
priced electricity, the Corporation is mindful of its responsibility to minimize 
the effect of its operations on the environment. Ontario Hydro’s acid gas 
reduction program is significantly lowering levels of sulphur dioxide and 
nitrogen oxide emissions. In 1986, emissions totalled 320,000 tonnes, about 19 
per cent below 1985 levels and 37 per cent below 1984 levels. Ontario Hydro 
is cooperating with provincial government regulations limiting emissions to 
215,000 tonnes by 1994 — 60 per cent below the 1982 peak levels. 

The Corporation’s multi-faceted acid gas control program is flexible, 
designed to achieve reductions at the lowest possible cost to its customers. 
Measures include washing coal to lower its ash and sulphur content; burning 
lower sulphur coals; relying on more nuclear generated power; purchasing 
electricity from neighbouring utilities; and installing low nitrogen oxide 
burners at the Nanticoke Generating Station. There, a 35 per cent reduction 
in nitrogen oxide emissions for the five units retrofitted to date has been 
achieved with only minor losses in combustion efficiency. The program will 
continue through 1987 and 1988 with the conversion of the last three units. 

As well, Ontario Hydro is considering scrubbers (devices that remove 
sulphur dioxide from flue gases). Over the next three years, we are 
spending $7.7 million for work required to obtain approval under the 
Environmental Protection Act to install flue gas desulphurization (FGD) 
equipment as needed at our three largest thermal generating stations. 

Four potential processes will be evaluated: limestone injection; a lime spray 
dryer process; a limestone dual alkali process; and wet limestone scrubbing. 
The plan is to have an appropriate technology approved and ready for 
installation to meet the Ontario Government acid gas regulations beyond the 
mid-90s. Ontario Hydro has more than satisfied the government's current 
regulations and is confident that it will continue to do so. 


Acid Gas Emissions 


@ Actual 
@ Limit 


600 Thousands of Tonnes 


1980 1985 1990 1995 


As part of the 
renovation of 
Elora Mull, a 
140-kilowatt 
hydraulic 
generator was 
installed to serve 
the Mill’s elec- 
tricity needs. 
This parallel 
generation pro- 
ject will pay for 
itself in eight 
years, and was 
part of the 
Ontario Min- 
istry of Energy’s 
mini-hydro 
program. 
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“Generating my own power has worked out well. I use 


approximately two-thirds of what I produce and sell the 
rest. It has taken about three years to smooth out this 
project. Both Ontario Hydro and Elora Hydro have been 
very cooperative.”’ 

Crozier Taylor 


Owner 
Elora Mill 


Hydraulic 

During 1986, the Corpor- 
ation continued to 
explore the possibility of 
establishing or expand- 
ing hydraulic facilities at 
sites on the Little Jack- 
fish, Mattagami and 
Niagara Rivers. 

A hydraulic station 
on Little Jackfish River, 
which flows into Lake 
Nipigon, would pro- 
duce 132 megawatts and 
could be in service as 
early as 1993. Studies 
are in progress to assess 
the project’s environmental effects. Plans to construct additional facilities on 
the Mattagami River must await the outcome of Ontario Hydro’s negotiations 
with a private company for the Smoky Falls water rights. Meanwhile, Ontario 
Hydro is exploring the possible environmental effects connected with the 
Mattagami proposal. The Corporation is also investigating the possibility of 
making more efficient use of the water in the Niagara River, possibly by adding 
a third station. 

In addition, Ontario Hydro worked on several hydraulic stations, includ- 
ing Stewartville and Crystal Falls, to extend their service lives. As well, a 
preliminary engineering study on redeveloping the Big Chute Generating 
Station was initiated. 


Alternate Energy Options 

While hydraulic, nuclear and coal remain the primary sources of Ontario 
Hydro’s electricity supply, the Corporation is exploring a broad range of other 
options such as small hydraulic development, cogeneration, and wind and 
solar energy. 

Ontario Hydro is encouraging the private development of small hydraulic 
sites and has formed a task force to assist interested individuals and firms. As 
well, Ontario Hydro is working to make the cogeneration of electricity a more 
attractive prospect for Ontario companies. Typically, cogeneration involves the 
production of heat and electricity from a single fuel source. In Ontario, pulp 
and paper industries could be chief participants in cogeneration applications. 
Discussions with pulp and paper firms indicate that more than 100 megawatts 
of their electricity demand might be met through cogeneration. 


Wind and Solar Energy 

For Ontario, wind-generated electricity is practical only in a few northern 
settlements, where air currents are strong and the cost of other power sources 
is high. This year, after extensive tests, Ontario Hydro began installing a 
60-kilowatt wind turbine in Fort Severn, a remote native community in 
northern Ontario. This turbine is paired with a diesel generator, which relies 


on fuel brought in by airplane. 


Elora Hydro-Electric Commis- 
sion representative Art Hoffer 
(far left), Harold Chambers 
(middle left) and Ontario 
Hydro representative Ken 
Dougan (far right) worked 
with the Mill’s owner, Crozier 
Taylor (middle right). 
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At McConnell Lake control 
dam, technicians Don Fraser 
(left) and Al Morton lower a 
pendulum to measure struc- 
tural changes within the body 
of the dam. Ontario Hydro’s 
dam safety program monitors 
structures carefully to ensure 
that changes due to fluctuating 
temperatures and water levels 
are within acceptable limits. 
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A second experimental program also came to fruition in 1986 with the con- 
struction of Canada’s largest solar-powered generator. Ontario Hydro erected a 


10-kilowatt photovoltaic system in the community of Big Trout Lake in north- 
western Ontario. Both the photovoltaic cells and the invertor, which converts 
the array’s direct current to alternating current, were manufactured in Canada. 


Delivering Electricity 

In addition to generating electricity, Ontario Hydro must be able to deliver elec- 
tricity where it is needed, when it is needed. During 1986, Ontario Hydro con- 
tinued to seek approval to expand its transmission systems in all sections of the 
province. In southwestern Ontario, hearings concluded on the routing of three 
500-kilovolt lines. These lines are needed to permit the full output of the Bruce 
Generating Station to supply customer demand, improve the reliability of supply 
in southwestern Ontario, and facilitate electricity interchanges with Michigan. 
The Hearings Board approved a plan in early 1987. 

In the north, the construction of a new 500-kilovolt line between Hanmer 
Transformer Station, north of Sudbury, and Mississagi Transformer Station, 
west of Elliot Lake, is well under way. This link, which will operate initially at 
230-kilovolts, should be finished by December 1987. 

Route selection studies have started to locate a new direct current transmis- 
sion line between Sault Saint Marie and Thunder Bay. This new line will 
strengthen the interconnection between the east and west parts of the province 
and improve the power supply to northwestern Ontario. 


In eastern Ontario, progress was made toward 
building two 500-kilovolt lines between the 
Lennox Generating Station, near Kingston, and 
Hawthorne Transformer Station just outside of 
Ottawa. By year-end, tower layout and field con- 
struction had begun for the first line, which is 
scheduled for service in October 1989. Ontario 
Hydro has received approval for a future 500-kilo- 
volt line from St. Lawrence Transformer Station, 
near Cornwall, to Hawthorne Transformer Station. 
East of Toronto, construction proceeded on a 
second 500-kilovolt line from the Darlington Gener- 
ating Station to Cherrywood Transformer Station. 
This line is scheduled to begin service in mid-1987. 


Ontario Hydro’s People 
Overall staff levels at Ontario Hydro are expected to 
be relatively stable over the next few years, at about 
24,000. The decrease in staff associated with the 
decline in design and construction activity is being 
offset by increasing staff levels required to support 
growing production and distribution functions. 
This shift in staff requirements is being managed 
successfully as shown by a 100 per cent redeploy- 
ment rate for staff declared surplus in 1986. 

1986 was not a bargaining year for the contract 
between the Corporation and the Ontario Hydro Employees Union (OHEU); 


Lise Belanger, one of Ontario 


; ay jf Hydro’s foresters, trims trees 
however preparations for the 1987 negotiations began. As well, in 1986, away from distribution lines 


Ontario Hydro successfully negotiated 18 collective agreements covering in Timmins. 
employees involved in construction work for the bulk power system. 

Another development affecting many of Ontario Hydro’s people is the drive 
for certification of the Society of Ontario Hydro Professional and Administra- 
tive Employees. This group, representing some 6,600 administrative, supervi- 
sory, engineering, and other professional staff, filed its application to become a 
certified trade union with the provincial Labour Relations Board in November. 

This year, the Corporation continued its efforts to improve the working 
relationships between employees, their representative bodies, and manage- 
ment. Last year, Ontario Hydro launched the Working Relationships Program. 
The first results of that initiative were announced in April 1986 when a team of 
consultants presented a report on working relationships at Ontario Hydro. The 
Corporation is working on putting the report’s recommendations into practice. 


Affirmative Action 

During 1986, Ontario Hydro’s affirmative action initiatives continued to 
facilitate the movement of qualified women into non-traditional and manage- 
rial occupations. Women entering traditionally male-dominated trade, techni- 
cal and operating occupations increased to 346 from 294. The number of 
women in Management and Professional positions increased to 531 from 445. 
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Jerry Goreski 
(left) of General 
Motors and 
Doug Tideman 
of Ontario 
Hydro examine 
the new auto- 
mated guided 
vehicle system at 
this truck plant 
in Oshawa. 
Using the latest 
electrotechnolo- 
gies, the system 
incorporates 
state-of-the-art 
quality control 
and improves 
productivity. 


SA 


PCy 


“Expanding our facilities in Oshawa doubled our elec- 
tricity requirements. We really appreciated the ability of 
Ontario Hydro’s people to supply us with power when and 
where we needed it to meet our expansion deadlines.”’ 


Bill Sterling 
Director, Plant Engineering 
GM Canada 


And the number of women in Executive Salary 
Roll positions rose to 19 from 10. Of the total staff, 
4,251 were women compared with 3,968 women 
last year. 

This year, Ontario Hydro’s Affirmative Action 
Department also organized and hosted an affirm- 
ative action conference. Eighty people represent- 
ing company employees and affirmative action 


= 


practitioners from across Canada met to discuss - oe ae ee 
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issues related to current affirmative action 
activities. 

Ontario Hydro was also one of four companies 
to win a 1986 Employment Equity Award pre- 
sented by the provincial government for affirma- 
tive action efforts. 


Employment Health and Safety 

Ontario Hydro continued its unwavering efforts to 
keep its workplace safe. A number of this year’s 
accomplishments deserve mention. For the second 
consecutive year, there were no on-the-job fatali- 
ties or permanent total disability accidents. As 
well, the Darlington construction project became 
the first major construction site ever to receive a 
three-star rating from the International Loss Con- 
trol Institute for the quality of its safety program. 
Also, the Health Services Department completed an epidemiology study of 
forestry tradesmen and concluded there is no evidence of increased cancer 
mortality risk associated with long-term employment in the forestry trade. In 
another area, an extensive, three-year study of computer visual display units 
concluded that there was no evidence of any serious health risks from the units. 
And Ontario Hydro is working toward smoke-free offices by the end of 1987. 


Becoming More Customer Oriented 

Ontario Hydro’s marketing program was established as a separate service 
three years ago to help facilitate the Corporation’s strong commitment to 
customers. Ontario Hydro, with the help of our largest customer group, the 
municipal utilities, serves a broad range of electricity consumers, including 
some 3,241,000 householders, farmers, cottagers, commercial customers and 
industrial firms. The Corporation’s marketing efforts are aimed at responding 
to customers’ needs and helping them use energy efficiently. 

Ontario Hydro broadened the range of programs it offers customers under 
the EnerMark label. EnerMark, launched in 1985, provides a common identity 
for all members of the electrical industry including the utilities, contractors, 
manufacturers and consultants promoting the wise use of energy in Ontario. 
Among the new or ongoing EnerMark projects in 1986 were a loan program for 
homeowners, a toll-free enquiry line, and information booths at various major 
exhibitions around the province. 
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Lloyd Strong (left) and Mick 
Throssell (middle) of INCO 
and Tom Armstrong of 
Ontario Hydro discuss using 
electricity to increase produc- 
tion capacity in ore-crushing 
operations. A demonstration 
project at INCO’s Clarabelle 
Mill in Sudbury has been 
funded by INCO, Ontario 
Hydro, the Ministry of Energy, 
and REXNORD Limited to 
confirm the benefits of variable 


speed drives in on-line crushers. 
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At Dorval, Ontario Hydro 
demonstrates to Hydro Quebec 
its newly developed process for 
converting PCBs, recovered 
from electrical insulating oils, 
into harmless compounds. 
Because the process is mobile, 
the PCB trailer can eventually 
be operated for businesses and 
utilities across the province. 
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During 1986, the Corporation strengthened several initiatives designed to 
assist homeowners. The Energy Advisory Service was introduced to build on 
the activities of Ontario Hydro’s Residential Energy Advisory Program 
(REAP). This service counsels householders on the efficient use of electricity 
and provides them with a survey of their homes’ energy consumption. 

The Corporation sought to improve service for homeowners in other ways. 
Ontario Hydro introduced a new data base system to handle billing and 
enquiries from retail customers. Staff now can respond far more quickly and 
fully to questions from rural retail customers. As well, meter readers were 
issued hand-held microcomputer recorders to replace the old pen-and-paper 
method of recording meter information. This new system is more efficient 
because the reader can transfer data directly to Ontario Hydro’s central 
computers. It is also more accurate because of built-in validity checks. 


Commercial and Industrial Customers 

Other marketing programs were aimed at the commercial market, including 
offices, retail complexes, schools, hospitals and multi-residential buildings. The 
Commercial Energy Manual, first issued in 1985, went into a second printing 
this year as a result of customer demand. The volume, popularly known as 
‘The Source,”’ is a comprehensive guide to electrical design in commercial 
buildings. Of particular interest to contractors, engineers and architects, it 
provides useful information on how electricity can be the basis for an efficient 
energy management system. A second volume, dealing with further commer- 
cial applications, will be ready for publication early in 1987. 


To a greater degree than ever before, Ontario Hydro’s marketing strategy in 
1986 addressed the needs of industrial customers. Low-cost, reliable electrical 
energy has long made this province attractive to new business. 

The Corporation is determined to maximize that advantage. To this end, 
during 1986, Ontario Hydro established the Major Accounts Department to 
provide a primary focal point between Ontario Hydro and the province’s large 
industries. The Department works closely with government to attract new 
businesses to Ontario and help existing businesses remain competitive. 

Another 1986 initiative to increase customer satisfaction was the establish- 
ment of the Industrial Marketing Training Program. A comprehensive 12-week 
course designed in conjunction with the Laurier Institute of Sir Wilfrid Laurier 
University, it helps marketing and regional staff better understand industrial 
operations so they can help them use energy as a production component more 
effectively. More than 40 staff members graduated from this course during 
the year. 

Ontario Hydro is particularly proud of its cooperation with the automotive 
industry and the role that economical, dependable power has played in bring- 
ing new plants to Ontario. Numerous automotive manufacturers, including 
General Motors, American Motors, Toyota, Honda, and GM/Suzuki, an- 
nounced plans to build major new facilities in the province or dramatically 
expand existing centres. 

In conjunction with the Ontario Ministry of Energy, Ontario Hydro launched 
a program to help industry make more efficient use of forms of energy such as 
electricity, gas and steam through the technology of energy monitoring. Four 
to six companies will be invited to participate in this demonstration project. 
Ontario Hydro will help install in each firm an energy monitoring system that 
will measure the use of various forms of power as well as the output of each 
profit centre or production line. 

Using such detailed information, Ontario Hydro’s experts will assist indus- 
trial customers in identifying opportunities for increasing productivity. Based 
on preliminary results, a typical monitoring system will cost $150,000 and have 
a payback period of one year. Average annual energy savings should be in the 
order of 16 per cent. 


Northern Customers 

One area receiving particular attention from Ontario Hydro’s marketing staff in 
1986 was northern Ontario. For some of the area’s major industries such as 
pulp and paper, steel production and mining, energy bills can account for as 
much as 15 to 20 per cent of total costs. The Corporation is working closely 
with these companies to reduce their energy costs through energy manage- 
ment, cogeneration and electrotechnology. 
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Other Ontario Hydro Services 

In 1984, Ontario Hydro consolidated its non-energy related revenue-producing 
activities in a separate, entrepreneurial unit called the New Business Ventures 
Division. Its activities benefit all electricity customers within Ontario since net 
income from these activities is applied against the cost of producing electricity 
and thus helps to keep rates low. 

Sales of the isotopes, Cobalt-60 and deuterium gas,rose sharply in 1986. 
Ontario Hydro produces about 75 per cent of the world’s Cobalt-60, which is 
used in cancer therapy and the sterilization of medical products. Shipments of 
this isotope were up 30 per cent over 1985. Moreover, the division has opened 
markets for another isotope, deuterium gas, which is used in biological 
research and medical products. 

New Business Ventures also provides industrial and utility customers with a 
means to dispose of polychlorinated biphenyls (PCBs), found in electrical 
insulating oil, through the use of Ontario Hydro’s mobile PCB decontamina- 
tion unit. This year MPU-1, as the mobile unit is called, successfully completed 
its first commercial contract, decontaminating 38,000 litres of oil in Nova Scotia. 
Hamilton-based Rondar Industries Inc. operates the equipment under a leasing 
arrangement with Ontario Hydro. Approval to operate this unit in Ontario is 
expected early in 1987. 

Ontario Hydro also sells its technological expertise in control room simula- 
tors, equipment testing and nuclear services to the United States and countries 
in Asia and Africa. New Business Ventures’ international consulting work has 
grown substantially, with Ontario Hydro staff working with Canadian consul- 
tants and industries around the world. This year, the Corporation secured a 
major contract for a five-year program to train transmission workers in Egypt. 
In China, Ontario Hydro technicians are training operators for a coal-fired 
station being built at Nantung, and are helping build a transmission system in 
the southwest part of the country. Other Ontario Hydro teams are teaching 
lines and maintenance workers in Pakistan, providing management training in 


Ghana, and helping plan energy use in Kenya. 


Continuing Customer Commitment 

In summary, at home and abroad the watchword for Ontario Hydro is customer 
satisfaction. The Corporation is determined to provide a dependable supply of 
electricity at the lowest rates possible, and to remain attuned to the needs and 
values of its customers. Ontario Hydro’s customer orientation was strengthen- 
ed in 1986, and will continue to shape the Corporation’s actions in the future. 
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Financial Highlights 

Ontario Hydro’s activities continue to be directed at achieving its primary 
purpose of providing the customers of Ontario with electricity at the lowest 
feasible cost over the long term consistent with high safety and quality of 
service standards. To accomplish this, Ontario Hydro encourages the effective 
use of resources and emphasizes productivity improvements and cost control. 

Ontario Hydro’s total revenues for 1986 amounted to $4,853 million, $228 
million higher than in 1985. Approximately $53 million of this increase came 
from a greater volume of electricity sales, and $175 million from the 1986 rate 
increase. Total operating costs for 1986, including financing charges, amounted 
to $4,606 million, an increase of $341 million over 1985. The major factor in this 
increase in total operating costs for 1986 was new generating units placed in 
service in 1986 and 1985. To smooth the effect of this overall increase, the 1986 
electricity rate increase provided for a level of net income lower than the level 
for 1985. The net income for 1986 was $247 million compared with $360 million 
for 1985. 

Cash provided from operations and available for investment in fixed assets 
was $1,040 million for 1986. The capital expenditures for investment in fixed 
assets during 1986 amounted to $2,523 million. This represents a steady decline 
from the 1982 level of $2,885 million as a result of the decrease in the level of 
construction activity. 


Results of Operations 


Revenues 

Primary revenues for 1986 amounted to $4,605 million, an increase of $331 
million or 7.7 per cent as compared with 1985. Electricity sales to municipal 
utilities, rural retail, and direct industrial customers totalled 114,763 million 
kilowatt-hours. The overall growth rate in the volume of primary energy sales 
was 3.7 per cent for 1986, reflecting the effect of continued economic growth in 
the Province of Ontario. In 1986, electricity sales to municipal utilities and rural 
customers grew more strongly than sales to direct industrial customers. The 
chart (see page 26) provides the energy consumption by major customer 
category and an estimate of the energy consumed by market sector. The overall 
growth rate for 1986 was higher than the average annual growth rate of 3.4 per 
cent over the last five years. 

The 1986 electricity rates for primary customers increased 4.0 per cent 
on average. The average increases for municipal utilities, rural retail and 
direct industrial customers were 4.0 per cent, 3.8 per cent and 4.3 per cent, 
respectively. The rural rate increase takes into account $64 million in assistance 
provided by all electricity consumers in the province to reduce the electricity 
bills of year-round rural residential customers. 

Secondary revenues for 1986, mainly from sales of electricity to United States 
utilities, amounted to $248 million. Compared with 1985, this represents a 
decrease of $103 million or 29.3 per cent. This decrease is a result of price 
competition among Canadian utilities for the midwestern and northeastern 
U.S. markets and lower oil prices for U.S. electric utilities which makes 
imports less attractive for them. 

Over the last five years, Ontario Hydro has earned approximately $1,895 
million in revenues from United States utilities by selling electricity beyond the 
requirements of its customers in Ontario. The net benefit to Ontario customers 
was $736 million for the period 1982 through 1986, and $104 million in 1986. 
This benefit helped Ontario Hydro to keep electricity rates lower for Ontario 
customers. 


Major Electricity Production Resources 

Ontario Hydro responds instantly and efficiently to the energy demands of 
its customers by supplying electricity from a number of different sources. 
Hydraulic generating stations, which are relatively inexpensive to operate, 
have traditionally provided a major part of the electricity energy generated by 
Ontario Hydro. With most major accessible sites in the province already 
developed, hydraulic generation, as a percentage of total generation, has 
gradually decreased over the past few years although the volume of electricity 
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Primary Energy generated has remained relatively stable. On the other hand, the Corporation 
é has increased its emphasis on nuclear generation. This emphasis is part of 
ustomer Category Market Sector ; 3 5 try : ‘ 
aa Direct wResidentiaa Ontario Hydro’s acid gas emission reduction efforts. The other major source of 
m Rural | Commercial generation of electricity is fossil generation. Due to the relatively high cost of 
peso ig M industrial fossil fuels, Ontario Hydro relies on its fossil-fuelled stations primarily to meet 
Millions of KilowattHouws its needs for peaking power. The electricity production resources for the period 
1982 through 1986, illustrating the changes in volume and generation mix, are 
shown in the chart below. The annual average costs per kilowatt-hour of 
energy by the major generating sources are shown in the Five Year Summary 
of Financial Statistics. 
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Fuel and Fuel-related Costs 

In 1986, fuel and related costs such as water rentals, power purchased, and 

the nuclear agreement-payback were 4.7 per cent lower than in 1985. Ontario 
Hydro’s nuclear stations supplied 46.0 per cent of the total energy to the 
system in 1986. Hydraulic stations supplied 29.4 per cent and fossil-fuelled 
generation provided 18.9 per cent. Purchases of power from interconnected 
utilities provided the remaining 5.7 per cent. In 1985, electric energy from 
nuclear generation, hydraulic generation and fossil-fuelled generation supplied 
39.0 per cent, 30.0 per cent and 23.9 per cent, respectively, of the total energy 
to the system. 

The 1986 fuel costs for coal and uranium amounted to $933 million, a 
decrease of 3.6 per cent over 1985. The decrease is mainly due to the replace- 
ment of higher-cost coal by more economical uranium. This more than offsets 
the effect of the increased volume of electricity generated to meet increased 
demand and the higher unit fuel costs. The increase in electricity provided 
from nuclear sources reflects the additional units placed in service in 1986, 
and also the full year’s production from nuclear units placed in service in 1985. 

The payments Ontario Hydro makes primarily to the Province of Ontario for 
the use of provincial waters in its hydraulic plants amounted to $91 million in 
1986, an increase of $4 million over 1985. 

Electricity purchased from neighbouring utilities amounted to $128 million in 


Electricity Production 1986, a decrease of $35 million over 1985. These purchases are generally made 

Mens during peak demand periods or emergency situations so as to maintain a 

i Fossil reliable supply of electricity. 

ee In 1986, units 1 and 2 of the Pickering Nuclear Generating Station were not 
operating, having been taken out of service in 1983 to replace existing pressure 


140000 Milli f Kil -H : : 5 
——ermorew’** tubes. The maintenance and overhead costs during the shutdown period have 


been included in the payback calculation according to the Pickering Payback 
Agreement. As a result, Ontario Hydro was able to reduce its 1986 and 1985 
operating costs by $63 million and $75 million respectively, which represents 
the amount to be offset against future amounts payable by Ontario Hydro to 
Atomic Energy of Canada Limited and the Province of Ontario, the other two 
parties to this agreement. 
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Operation, Maintenance and Administration 

aii The costs associated with the operation, maintenance and administration of the 
Corporation in 1986 were $1,014 million, an increase of $48 million over 1985. 

This increase of 5.0 per cent is primarily related to placing new facilities in 

aaa service, and cost increases due to inflation. The continued emphasis on cost 
control at all levels of the Corporation is having a positive financial impact on 
operation, maintenance and administration costs. The in-service capacity of the 

naw generation system grew about 5 per cent or 1,277 megawatts in 1986. The major 
component of this growth is the addition of two nuclear generating units. The 
transmission and distribution system work-load also grew in 1986, as reflected 

— in an increase of approximately 2 per cent in the number of customers and an 
increase of about 1 per cent in the kilometres of rural lines maintained. The 
costs of transmission and distribution, and administration and support services 

0 

82 


as a percentage of the total of operation, maintenance and administration costs 
declined slightly in 1986, while the generation component increased slightly. 
The chart shows the operation, maintenance and administration costs by major 
activity for the period 1982 through 1986. 


Depreciation 

The depreciation charged to operations totalled $705 million in 1986, $50 
million or 7.6 per cent higher than in 1985. Contributing to this increase were 
the additional facilities placed in service, including Pickering unit 8, Bruce 
unit 7, and the full year’s impact of Pickering unit 7 and Bruce unit 5 and the 
Atikokan Generating Station having been placed in service in 1985. This 
increase was partially offset by two fossil-fuelled generating stations becoming 
fully depreciated by the end of 1985. 


Financing Charges 

Financing charges are comprised of interest and foreign exchange costs. 
Interest charged to operations represents the total cost of borrowing less 
interest capitalized. This is designed to effect a proper allocation of costs 
between current and future customers. Foreign exchange mainly represents 
the amortization of unrealized gains or losses on the principal amount of 
foreign debt. 

Gross interest costs for 1986 amounted to $2,684 million, an increase of $133 
million or 5.2 per cent as compared with 1985. The primary reason for this 
increase is related to the additional funds borrowed during the year to finance 
the construction of new generating stations which are needed to meet future 
demand. 

Interest charged to operations amounted to $1,585 million in 1986, $260 
million or 19.6 per cent higher than in 1985. The increase resulted primarily 
from placing additional nuclear generating units in service in 1986, and the full 
year’s impact of units placed in service in 1985. The in-service date is the time 
from which interest is no longer capitalized and is charged to operations. 

Foreign exchange costs amounted to $213 million in 1986, an increase of 
$37 million or 21.0 per cent over 1985. The primary factor contributing to the 
increase in foreign exchange costs was the effect of a weaker Canadian dollar 
relative to the United States dollar. 


Net Income! Financial Indicators 

Ontario Hydro earned a net income of $247 million in 1986 compared with $360 
million in 1985. Ontario Hydro’s main financial indicators are the debt, cash 
flow coverage and interest coverage ratios. The debt ratio at the end of 1986 
was .835 as compared to the 1985 ratio of .830. The cash flow coverage for 1986 
was 1.05, the highest level since 1981. The level of interest coverage for 1986 
and 1985 were 1.09 and 1.14 respectively. The decrease in net income has not 
affected the Corporation’s ability to meet its interest payments and debt 
repayment obligations in 1986. The financial position of the Corporation 
remains strong. 


Capital Expenditures and Financing 


Investment in Fixed Assets 

Ontario Hydro invests in fixed assets to meet expected growth in the demand 
for electricity, to replace existing assets with facilities that are more economical, 
and to meet regulatory requirements. The total assets of the Corporation at the 
end of 1986 were $31,357 million and of this amount, about 83 per cent consists 
of fixed assets in service and under construction. This relatively high percent- 
age reflects the capital-intensive nature of Ontario Hydro’s business. 
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Investment in Fixed Assets The investment in fixed assets during 1986 was $2,523 million. A major 
el Bt et portion of the 1986 capital expenditures went toward the construction of new 
of pees 1 aa olaain a generating facilities. In addition, the 1986 capital expenditures reflect the 
ig Transmission and Distribution continued emphasis being placed on investment in transmission and distribu- 
ete tion facilities. The expenditures on major capital projects under construction 
@ Generating Stations 7 
during 1986 and 1985 were: 
3500 Millions of Dollars —  . cauau—_éoeRM«—wW.S.—Swoww(0(  — — — —  ——— — — —_—_—o a ———— eee 
a ae 1986 1985 
a aie : millions of dollars 
300 _ Nuclear Generation 
— Pickering 34 137 
<—&—§ Bruce 279 417 
2500 2s ii Darlington 1,131 999 
Fossil Generation 
Atikokan - 109 
~ Generating Facilities 1,444 1,662 
Transmission & Distribution 422 249 


ue Ontario Hydro placed in service unit 8 at Pickering and unit 7 at Bruce in 
February and April, 1986, respectively. The total cost was $2,451 million, 
including $492 million for heavy water. 

There has been a modest decline in the annual investment in fixed assets 
from $2,885 million in 1982 to $2,523 million in 1986, as the major generating 
projects are completed. The expenditures for investment in fixed assets for the 
period 1982 through 1986 are shown in the chart. 
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Financing 

Cash required by Ontario Hydro to finance the investment in fixed assets is 
provided from two major sources: cash provided from operations and cash 
from external borrowings. For 1986, cash provided from operations, and cash 
from financing were $1,040 million and $1,710 million respectively. Cash from 
Cash Provided from Financing borrowings represents the amount of cash provided from long-term debt less 
@ Eurodollar Issues retirements. 

mC Sete The 1986 proceeds from long-term debt, net of retirements, of $1,710 million 


@ Canadian Issues 


i Proceeds from Long-Term Debt was $953 million higher than the 1985 amount of $757 million. This increase in 
a Ne arose the net borrowings is primarily due to the timing of the issuance of debt over 
@ Canada Pension Plan Funds the 1986 and 1985 year ends and a reduction in the level of corporate liquidity 
during 1985. The proceeds from the issue of bonds sold to the public by 
Ontario Hydro during 1986 amounted to $2,073 million, and the proceeds from 
the issue of bonds to the Province of Ontario with respect to Canada Pension 
Plan funds provided a further $119 million. These proceeds were from ten 
Canadian issues with an average coupon interest rate of 9.2 per cent for an 
average term of 8.1 years. For the same period in 1985, the average coupon 
interest rate and the average term of new debt issued were 10.8 per cent and 
9.0 years respectively. In addition, a 100 million Swiss franc bank loan 
(Canadian $84 million) was entered into to refinance a Swiss franc bond 
issue, and proceeds of $108 million were received from the issuance of long- 
term notes. 

Cash provided from financing from 1982 through 1986 is shown in the chart. 
The principal markets Ontario Hydro has operated in are the Canadian, United 
States, and Eurodollar public markets. Financing activities for 1986, except for 
$116 million, were met entirely from the Canadian market and from Canada 
Pension Plan funds to minimize foreign exchange exposure. 

Cash amounting to $321 million was used to retire maturing long-term 
debt in 1986, compared with $849 million in 1985. In addition, during 1986, 
cash amounting to $353 million was used to redeem debt prior to maturity, 
compared with $175 million in 1985. 
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Ontario Hydro 
Summary of Significant Accounting Policies Q 


The accompanying financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada, applied on a basis 
consistent with that of the preceding year. The significant accounting policies 
followed by Ontario Hydro are described below. 


Rate setting 

Ontario Hydro has broad powers to generate, supply and deliver electric power 
throughout the Province of Ontario. The Corporation operates under the Power 
Corporation Act and is subject to provisions of the Ontario Energy Board Act. 

Under the provisions of the Power Corporation Act, the price payable by 
customers for power is the cost of supplying the power. Such cost is defined in 
the Act to include the cost of operating and maintaining the system, deprecia- 
tion, interest, and the amounts appropriated for debt retirement and stabi- 
lization of rates and contingencies. The debt retirement appropriation is the 
amount required under the Act to accumulate on a sinking fund basis over 40 
years a sum equal to the debt incurred for the cost of the fixed assets in service. 
The appropriation for, or withdrawal from, the stabilization of rates and contin- 
gencies reserve is an amount established to maintain a sound financial position 
and to stabilize the effect of cost fluctuations. 

Under the provisions of the Ontario Energy Board Act, a public hearing 
before the Ontario Energy Board is required in respect of any changes in 
electricity rates proposed by Ontario Hydro which affect its municipal utilities, 
direct industrial customers, or, if the Minister of Energy so directs, rural retail 
customers. The Ontario Energy Board submits its recommendations to the 
Minister of Energy. After considering the recommendations of the Ontario 
Energy Board, the Board of Directors of Ontario Hydro, under the authority 
of the Power Corporation Act, establishes the electricity rates to be charged 
to customers. 

If the Board of Directors specifies a certain cost or gain is to be included in 
future electricity rates that, in accordance with the accounting policies sum- 
marized below, would be charged or credited to operations in the current year, 
then this cost or gain is deferred and amortized to future operations on a basis 
consistent with its inclusion in rates. 


Fixed assets 

Fixed assets in service include operating facilities and non-operating reserve 
facilities. Construction in progress includes fixed assets under construction and 
heavy water held for use in nuclear generating stations under construction. 

Fixed assets are capitalized at cost which comprises material, labour, engi- 
neering costs, and the costs of training initial operating staff for new facilities as 
well as overheads, depreciation on service equipment, and interest applicable 
to capital construction activities. In the case of generation facilities, the cost also 
includes the net cost of commissioning, and for nuclear generation, the cost of 
heavy water. The net cost of commissioning is the cost of start-up less the value 
attributed to energy produced by generation facilities during their commission- 
ing period. The cost of heavy water comprises the direct cost of production and 
applicable overheads, as well as interest and depreciation on the heavy water 
production facilities and the estimated removal costs of these facilities. For 
multi-unit facilities, a proportionate share of the cost of common facilities is 
placed in service with each major operating unit. Leases which transfer the 
benefits and risks of ownership of assets to Ontario Hydro are capitalized. 

Interest is capitalized on construction in progress at rates (1986—12.9 per cent, 
1985 —13.9 per cent) which approximate the average cost of long-term funds 
borrowed in the years in which expenditures have been made for fixed assets 
under construction. If the construction period of a project is extended and 
the construction activities are continued, interest is capitalized during the 
period of extension provided that the project has a reasonable expectation of 
being completed. 

If a project is cancelled or deferred indefinitely with a low probability of 
construction being resumed, all costs including the costs of cancellation are 
written off to operations. 

If fixed assets are removed from operations and mothballed for future use, 
termed non-operating reserve facilities, the costs of mothballing are charged to 
Operations. 
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Depreciation 
The capital costs of fixed assets in service are depreciated on a straight-line 
basis. Depreciation rates for the various classes of assets are based on their 
estimated service lives. Major components of generating stations are depreci- 
ated over the lesser of the service life expectancy of the component or the 
remaining service life of the associated generating station. 

The estimated service lives of assets for 1986 and 1985 in the major classes are: 


Generating stations— hydraulic —65 to 100 years 
—fossil —25 to 35 years 
—nuclear —40 years 
Heavy water —over the period ending 
in the year 2040 
Transmission and distribution facilities —20 to 55 years 
Heavy water production facilities —20 years 
Administration and service facilities —5 to 60 years 


In accordance with group depreciation practices, for normal retirements the 
cost of fixed assets retired is charged to accumulated depreciation with no gain 
or loss being reflected in operations. However, gains and losses on sales of 
fixed assets, and losses on premature retirements are charged to operations in 
the year incurred as adjustments to depreciation expense. 

When the costs of removal less residual value, termed removal costs, on 
retirements of fixed assets can be reasonably estimated and are significant, 
provisions for these costs, except for those related to heavy water production 
facilities, are charged to depreciation expense on an annuity basis over the 
remaining service life of the related fixed assets. For heavy water production 
facilities, provisions for removal costs are charged to heavy water production 
costs on a straight-line basis over the remaining service life of the related facili- 
ties. Other removal costs are charged to depreciation expense as incurred. 
Removal costs include the estimated costs of decommissioning nuclear stations 
and heavy water production facilities, and the estimated costs of removing 
certain nuclear reactor fuel channels. 

The estimated service lives of fixed assets and the significant assumptions 
underlying the estimates of fixed asset removal costs are subject to periodic 
review. Any changes arising out of such a review are implemented ona 
remaining service life basis from the year the changes can be first reflected in 
electricity rates. 

Non-operating reserve facilities are amortized so that any estimated loss in 
value is charged to depreciation expense on a straight-line basis over their 
expected non-operating period. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate supply of fuels for its generating 
stations, Ontario Hydro has entered into long-term fuel supply contracts. 
Where these contracts require Ontario Hydro to make payments for pre-pro- 
duction costs to suppliers in advance of the fuel delivery, these payments and 
associated costs, including interest, are carried in the accounts as unamortized 
advances for fuel supplies. The advances are amortized to fuel inventory as 
the fuels are delivered. 


Fuel for electric generation 

Fuel used for electric generation comprises the average inventory costs of fuel 
consumed, charges for commissioning energy produced, and provisions for 
disposal of nuclear fuel irradiated during the period. The inventory cost of fuel 
consumed comprises fuel purchases, transportation and handling costs, and 
the amortization of advances for fuel supplies. Transportation costs include 
charges for interest and depreciation on railway equipment owned by Ontario 
Hydro. The charges for commissioning energy produced during the period 
represent the incremental operating and fuel costs of producing the same 
quantity of energy at generating units displaced because of the commissioning 
activity. The costs for disposal of nuclear fuel irradiated in each period are 
charged to operations based on estimated future expenditures and interest 
accumulating to the estimated date of disposal. Estimates of expenditures, 
interest and escalation rates, and the date of disposal are subject to periodic 
review. Adjustments resulting from changes in estimates are charged to 
operations on an annuity basis over the period from the year the changes can 
be first reflected in electricity rates to the estimated in-service date of the 
disposal facility. 


Foreign currency translation 

Current monetary assets and liabilities in foreign currencies are translated to 
Canadian currency at year-end rates of exchange and the resultant exchange 
gains or losses are credited or charged to operations. Long-term debt payable 
in foreign currencies is translated to Canadian currency at year-end rates of 
exchange. Resulting unrealized exchange gains or losses are deferred and 
included in unamortized debt costs, and are amortized to operations on an 
annuity basis over the remaining life of the related debt. 

Foreign exchange gains or losses on hedges of long-term debt payable in 
foreign currencies are deferred and included in unamortized debt costs. The 
deferred gains or losses related to principal payments are amortized to oper- 
ations on an annuity basis over the remaining period through to the year in 
which the hedged principal payments are due. The deferred gains or losses 
related to interest payments are credited or charged to operations in the year in 
which the hedged interest payments are due. 

Foreign exchange gains or losses on early redemption of long-term debt are 
deferred and included in unamortized debt costs if the exposure in the foreign 
currency related to the redeemed debt is not reduced as a result of the refinanc- 
ing of the redeemed debt in the same currency. These deferred gains or losses 
are amortized on an annuity basis over the period to the original maturity date 
of the redeemed debt. If the foreign currency exposure is reduced as a result of 
the early redemption of debt, the resulting foreign exchange gains or losses 
related to the redeemed debt are credited or charged to operations. 


Unamortized debt costs 
Unamortized debt costs include the unamortized amounts related to unreal- 
ized foreign exchange gains or losses resulting from the translation of foreign 
currency long-term debt, foreign exchange gains or losses on hedges, foreign 
exchange gains or losses on the early redemption of long-term debt, discounts 
or premiums arising from the issuance of debt or the acquisition of debt prior 
to maturity, and discounts or premiums accrued on foreign currency hedges. 
Debt discounts or premiums arising from the issuance of debt are amortized 
over the period to maturity of the debt. Discounts or premiums on debt 
acquired prior to the date of maturity are amortized over the period from the 
acquisition date to the original maturity date of the debt. Discounts or pre- 
miums on foreign currency hedges are credited or charged to operations over 
the terms of the individual hedges. 


Nuclear agreement—Pickering units 1 and 2 

Ontario Hydro, Atomic Energy of Canada Limited and the Province of Ontario 
are parties to a joint undertaking for the construction and operation of units 1 
and 2 of Pickering Nuclear Generating Station, with ownership of these units 
being vested in Ontario Hydro. Contributions to the capital cost by Atomic 
Energy of Canada Limited and the Province of Ontario amounted to $258 
million and these have been deducted in arriving at the value of fixed assets in 
service in respect of Pickering units 1 and 2. Ontario Hydro is required to make 
monthly payments until the year 2003 to each of the parties in proportion to 
their capital contributions. These payments, termed ‘’payback”’, represent in a 
broad sense the net operational advantage of having the power generated by 
Pickering units 1 and 2 as compared with coal-fired units similar to Lambton 
units 1 and 2. 


Pension plan 

The pension plan is a contributory, defined benefit plan covering all regular 
employees of Ontario Hydro. Ontario Hydro is responsible for all deficiencies 
and surpluses in the pension plan. Pension costs, as actuarially determined, 
consist of current service costs and amounts required to amortize any sur- 
pluses or unfunded liabilities. A net unfunded liability arising from past service 
obligations is amortized up to fifteen years. All other net unfunded liabilities or 
net surpluses in the fund are amortized up to five years. 


Research and development 

Research and development costs are charged to operations in the year 
incurred, except for those related directly to the design or construction of a 
specific capital facility which are capitalized as part of the facility. 
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Management’s Responsibility for Financial Reporting 

The accompanying financial statements of Ontario Hydro are the responsibility 
of management and have been prepared in accordance with accounting prin- 
ciples generally accepted in Canada, applied on a basis consistent with that of 
the preceding year. The significant accounting policies followed by Ontario 
Hydro are described in the accompanying Summary of Significant Accounting 
Policies. The preparation of financial statements necessarily involves the use of 
estimates based on management's judgement, particularly when transactions 
affecting the current accounting period cannot be finalized with certainty until 
future periods. The financial statements have been properly prepared within 
reasonable limits of materiality and in light of information available up to 
March 9, 1987. The information presented elsewhere in the Annual Report is 
consistent with that in the financial statements. 

Management maintains a system of internal controls designed to provide 
reasonable assurance that the assets are safeguarded and that reliable financial 
information is available on a timely basis. The system includes formal policies 
and procedures and an organizational structure that provides for appropriate 
delegation of authority and segregation of responsibilities. An internal audit 
function independently evaluates the effectiveness of these internal controls on 
an ongoing basis and reports its findings to management and to the Audit 
Committee of the Board of Directors. 

The financial statements have been examined by Clarkson Gordon, indepen- 
dent external auditors appointed by the Lieutenant Governor in Council of 
Ontario. The external auditors’ responsibility is to express their opinion on 
whether the financial statements are fairly presented in accordance with gen- 
erally accepted accounting principles. The Auditors’ Report, which appears 
below, outlines the scope of their examination and their opinion. 

The Board of Directors, through the Audit Committee, is responsible for 
ensuring that management fulfills its responsibilities for financial reporting and 
internal controls. The Audit Committee meets periodically with management, 
the internal auditors and the external auditors to satisfy itself that each group 
has properly discharged their respective responsibilities, and to review the 
financial statements before recommending approval by the Board of Directors. 
The external auditors have direct and full access to the Audit Committee, with 
and without the presence of management, to discuss their audit and their 
findings as to the integrity of Ontario Hydro’s financial reporting and the effec- 
tiveness of the system of internal controls. 


On behalf of Management 
President Executive Vice-President, 


Finance and Planning 
Toronto, Canada, 
March 9, 1987. 


Auditors’ Report 


To the Board of Directors of Ontario Hydro: 

We have examined the statement of financial position of Ontario Hydro as at 
December 31, 1986 and the statements of operations, equities accumulated 
through debt retirement appropriations, reserve for stabilization of rates and 
contingencies and source of cash used for investment in fixed assets for the 
year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the financial position 
of Ontario Hydro as at December 31, 1986 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Toronto, Canada, CLARKSON GORDON 
March 9, 1987. Chartered Accountants 


Ontario Hydro 


Statement of Operations 
for the year ended December 31, 1986 


1986 


1985 


Revenues 

Primary power and energy 
Municipal utilities 
Rural retail customers 
Direct industrial customers 


Secondary power and energy (note 1) 


Costs 

Operation, maintenance and administration 
Fuel used for electric generation 

Water rentals (note 2) 

Power purchased 

Nuclear agreement — payback (note 3) 
Depreciation (note 4) 


Income before financing charges 


Interest (note 5) 
Foreign exchange (note 6) 


Net income 


Appropriation for (withdrawal from): 
Debt retirement 
Stabilization of rates and contingencies 


millions of dollars 


3,116 
885 
604 


4,605 
248 


4,853 


1,014 
933 
91 
128 
(63) 
705 


2,808 
2,045 


1,585 
213 


1,798 
247 


292 
(45) 


247 


2,891 
815 
568 


4,274 
351 


4,625 


966 
968 
87 
163 
(75) 
655 


2,764 
1,861 


ayo25 
176 


1,501 
360 


Dia Ye 
108 


360 


See accompanying summary of significant accounting policies and notes to financial statements. 
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Ontario Hydro 


Statement of Financial Position 
as at December 31, 1986 


Assets 


Fixed assets (note 7) 
Fixed assets in service 
Less accumulated depreciation 


Construction in progress 


Current assets 

Cash and temporary investments 
Accounts receivable 

Fuel for electric generation (note 8) 
Materials and supplies, at cost 


Other assets 

Unamortized debt costs 

Unamortized advances for fuel supplies (note 9) 
Unamortized deferred costs (note 10) 
Long-term accounts receivable and other assets 


1986 


1985 


millions of dollars 


23,312 
4,946 


18,366 
Tylor 


26,103 


285 
543 
1,065 
281 


2,174 


1,597 
884 
283 
316 


3,080 


31,357 


20,604 
4,614 


15,990 
87159 


24,149 


18 
550 
1,015 
Zi 


L798 


1897 
899 
S13 
264 


Sey) 
29,320 


See accompanying summary of significant accounting policies and notes to financial statements. 


1986 1985 
ee ee SS 


Liabilities millions of dollars 
Long-term debt (note 11) 23,494 22,518 


Current liabilities 


Accounts payable and accrued charges 473 549 
Short-term notes payable 255 223 
Accrued interest 742 710 
Long-term debt payable within one year 1,076 407 
2,546 1,889 
Other liabilities 

Long-term accounts payable and accrued charges 136 158 

Accrued irradiated fuel disposal and fixed asset 
removal costs (note 12) 490 311 
626 469 


Contingencies (notes 3, 9, 13 and 15) 


Equity 
Equities accumulated through debt retirement 
appropriations 2,910 2,618 
Reserve for stabilization of rates and contingencies 1,654 1,699 
Contributions from the Province of Ontario as 
assistance for rural construction 127 127 
4,691 4,444 
31,357 29,320 
On behalf of the Board 
Chairman President 


Toronto, Canada, 
March 9, 1987. 
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Ontario Hydro 
Statement of Equities Accumulated Through 


Debt Retirement Appropriations 
for the year ended December 31, 1986 


Power District 


(Rural Retail and Totals 
Municipal’ ‘Direct Industrial "= ae 
Utilities Customers) 1986 1985 
millions of dollars 
Balances at beginning of year 1,827 791 2,618 2,366 
Appropriation 200 92 292 252 
Balances at end of year 2027 883 2,910 2,618 
Statement of Reserve for Stabilization 
of Rates and Contingencies 
for the year ended December 31, 1986 
Held for 
the benefit Held for the benefit of 
of all (or recoverable from) 
customers certain groups of customers Totals 
Rural Direct 
Municipal Retail Industrial 
Utilities Customers Customers 1986 1985 
millions of dollars 
Balances at 
beginning 
of year 1,742 1 (39) (5). 7699. 1591 
Appropriation 
(withdrawal) (38) — (2) (5) (45) 108 
Balances at 
end of year 1,704 1 (41) (10) 1,654 1,699 


See accompanying summary of significant accounting policies and notes to financial statements. 


Ontario Hydro 
Statement of Source of Cash 


Used for Investment in Fixed Assets 
for the year ended December 31, 1986 


1986 1985 
millions of dollars 
Operating activities 
Cash provided from operations (note 14) 1,040 1,055 
Financing activities 
Long-term debt issued 2,384 1,781 
Less retirements 674 1,024 
Cash provided from financing 1,710 757 
Investing activities in other assets — 
decrease (note 14) 70 18 
Cash from operating, financing and other 
investing activities 2,820 1,830 
Changes in cash and cash equivalents 
—(increase) decrease (note 14) (235) 814 
Cash used for investment in fixed assets 2,585 2,644 
Changes in accounts payable and accrued 
charges affecting investment in fixed assets 
— (decrease) (62) (103) 
Investment in fixed assets (note 14) 2,523 2,541 


See accompanying summary of significant accounting policies and notes to financial statements. 
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AS ELSE RE IE SE 
Ontario Hydro 


Notes to Financial Statements 


1. Secondary power and energy 
Secondary power and energy revenues include $247 million (1985 -—$350 
million) from sales of electricity to United States utilities. 


2. Water rentals 
Water rentals are the amounts paid primarily to the Province of Ontario for the 
use of water for hydraulic generation. 


3. Nuclear agreement— payback 
During 1983, units 1 and 2 of the Pickering Nuclear Generating Station were 
shut down for replacement of pressure tubes and have not operated since 
then. The Nuclear Agreement, which is described in the Summary of 
Significant Accounting Policies, allows maintenance and overhead costs during 
the shutdown period to be included in payback calculations. The calculations 
have resulted in negative payback amounts of $8 million in 1983, $36 million in 
1984, $75 million in 1985 and $63 million in 1986. These amounts, totalling $182 
million, have been credited against the costs of operations for the respective 
years and are included in “long-term accounts receivable and other assets’. 
The basis for this accounting treatment is the belief by Ontario Hydro that 
under the Nuclear Agreement, these amounts, termed “negative payback”, 
plus interest, can be offset against future positive payback amounts payable to 
the Province of Ontario and to Atomic Energy of Canada Limited when the 
units return to service. Atomic Energy of Canada Limited objected to this 
interpretation and took the position that ‘‘negative payback” is not to be offset 
against future positive payback amounts. In addition, during 1983, the parties 
to the Nuclear Agreement agreed that the provisions for irradiated fuel 
disposal costs related to Pickering Nuclear Generating Station units 1 and 2 be 
included, subject to further discussions, in the calculation of payback for the 
years 1982, 1983 and 1984, and also to discuss whether such costs should 
continue to be included in the calculation of payback subsequent to 1984. 
During 1986, the parties to the Nuclear Agreement reached a settlement in 
principle regarding the interpretation of the agreement. The settlement estab- 
lishes that the negative payback amounts accumulated during the shutdown 
period of the units, and included as long-term accounts receivable, are 
recoverable by Ontario Hydro. These amounts, plus interest, are to be 
recovered by Ontario Hydro over the remaining term of the Nuclear Agree- 
ment and will commence when the units are returned to service, which is 
expected in 1987. The settlement also provides that the termination date of the 
Nuclear Agreement be extended from the year 2001 to 2003. In addition, the 
settlement recognizes that the provisions for irradiated fuel disposal costs 
related to units 1 and 2 are properly allowable costs to be included in the 
calculation of payback. At this time, the amendment to the Nuclear Agreement 
to reflect the settlement in principle has not been finalized. 


4. Depreciation 1986 1985 

millions of dollars 
Depreciation of fixed assets in service 638 594 
Amortization of deferred costs 41 ey 
Provision for net removal costs 106 104 
Other removal costs 15 10 
800 747 

Less: 

Depreciation charged to—heavy water production a1 50 
—construction in progress 33 py 
—fuel for electric generation 2 2 
Net gain on sales of fixed assets 9 13 
95 92 


5. Interest 1986 1985 


millions of dollars 
Interest on bonds, notes, and other debt 2,650 PSY} 
Interest on accrued irradiated fuel disposal 
and fixed asset removal costs 34 28 
2,684 2,551 
Less: 
Interest charged to—construction in progress 807 933 
—heavy water production 112 116 
—fuel for electric generation 102 102 
—unamortized advances for fuel 
supplies 17 15 
Interest earned on investments 61 60 
1,099 1,226 
1,585 19325 
6. Foreign exchange 1986 1985 
millions of dollars 
Amortization of foreign exchange gains and losses 189 190 
Net exchange loss (gain) on other foreign transactions 24 (14) 
213 176 
7. Fixed assets 1986 
Assetsin Accumulated Construction 
Service Depreciation in Progress 
millions of dollars 
Generating stations —hydraulic 1,844 572 26 
—fossil 2,825 784 24 
—nuclear 8,823 942 6,188 
Heavy water af les 171 997, 
Transmission and distribution 4,748 1,283 425 
Heavy water production facilities 1,128 339 — 
Administration and service facilities 1,042 407 77 
Non-operating reserve facilities 
—fossil generating stations 785 448 — 
23,312 4,946 UGG 
1985 
Assetsin Accumulated Construction 
Service Depreciation in Progress 
millions of dollars 
Generating stations — hydraulic 1,830 544 11 
—fossil 2,836 697 OL. 
—nuclear 6,805 718 6,561 
Heavy water 1,605 136 1,187 
Transmission and distribution 4,462 1182 304 
Heavy water production facilities 1,128 285 = 
Administration and service facilities 915 383 64 
Non-operating reserve facilities 
—fossil generating stations 786 432 = 
—heavy water production facilities 237 237 — 


20,604 4,614 8,159 


oy 
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7. Fixed assets (continued) 


Non-operating reserve facilities consist of Lennox, R.L. Hearn, J.C. Keith and 
Thunder Bay unit 1 fossil generating stations. Substantially all of the undepre- 
ciated cost of non-operating reserve facilities is related to Lennox generating 
station, which based on current forecasts,is expected to return to operations in 
the mid 1990s. Based on current forecasts, Bruce Heavy Water Plant “A” has 
been declared surplus and, accordingly, the capital cost and accumulated 
depreciation related to this facility were reduced by $237 million effective 
December 31, 1986. 


Construction in progress at December 31, 1986: 
Estimated 
Costs to 
Remaining Dependable Costs Complete 
Number of Planned Capacityto Incurredto (Excluding 
Units In-Service bePlaced December 31, Escalation 


Scheduled Dates in Service 1986 and Interest) 
megawatts millions of dollars 
Nuclear 
generating 
stations 
(including 
heavy water) 
Bruce ‘’B”’ af 1987 835 1,497 81 
Darlington 4 1988-92 3,524 5,187 2,665 
All other 
construction 
in progress — — = 1,053 = 
Telia) 


Estimated costs to complete are the most recent projections. These estimates 
exclude cost escalation and interest which are forecast to average 6% and 11% 
per year, respectively, over the period 1987 to 1992. Because of the uncertainties 
associated with long construction lead times and planned in-service dates, 
these costs to complete are subject to change. 

The fuel channel replacement program for Pickering “A” units 1 and 2 is 
estimated to cost $439 million, excluding interest and escalation. Of this total, 
$304 million is to be capitalized as installation costs, and the remaining $135 
million is related to the removal costs of the existing pressure tubes and is 
being recovered through charges to operations as described in note 12. The 
actual expenditures for installation costs, including interest of $56 million, 
totalled $247 million as of December 31, 1986 and are included in all other 
construction in progress in the above table. The first two units of Pickering “A” 
are expected to be returned to service in 1987. 

For 1987, additional investment in fixed assets is estimated to be approxi- 
mately $2,532 million including escalation and interest. 


8. Fuel for electric generation 1986 1985 
millions of dollars 
Inventories — uranium 586 3.8. 


—coal 479 482 
1,065 1,015 


a 
9. Unamortized advances for fuel supplies 1986 1985 


millions of dollars 
Uranium —Rio Algom Limited 431 450 
—Denison Mines Limited 359 B95) 
790 805 
Coal 94 94 
884 899 


Unamortized advances for fuel supplies are recovered as fuel is delivered. 
Contractual obligations for additional advance payments for uranium supplies 
together with interest capitalization approximately equal the amortization of 
advances for uranium supplies over the next five years. 

Ontario Hydro has entered into long-term contracts with Denison Mines 
Limited and Rio Algom Limited for uranium supplies through to 2012 and 
2027, respectively. Ontario Hydro’s current forecast of the annual requirements 
for uranium is approximately 1,300 megagrams for 1987, increasing to approxi- 
mately 1,900 megagrams by 1994. The forecasted requirements and contracted 
deliveries are in balance up to 1994. Commencing in 1994 through to 2012, 
contracted deliveries exceed requirements of the nuclear generating facilities 
currently in service and under construction by approximately 1,000 megagrams 
per year. Ontario Hydro’s options for managing the oversupply include resale 
of the uranium and, under specified conditions, cancellation or renegotiation 
of the contracts. In the event that a contract is cancelled, the supplier is not 
required to refund any outstanding advances. At this time, the likelihood of a 
contract cancellation and the financial implications of pursuing the options are 
not determinable. 


eS SE ee ee 
10. Unamortized deferred costs 1986 1985 
millions of dollars 
Bruce Heavy Water Plant ‘’D’’ 259 280 
Wesleyville Generating Station 24 33 
283 313 


Bruce Heavy Water Plant ‘D”’ is an indefinitely deferred project with a low 
probability of construction being resumed. The capital cost of this project and 
the unamortized deferred costs associated with the cancelled Wesleyville 
generating station project were not written off directly to operations since the 
Board of Directors under its rate setting authority determined that these costs 
be amortized for recovery through electricity rates over the period 1984 through 
1993. As a result of a recent review, the costs of removal of Bruce Heavy Water 
Plant “D” have been estimated to be $18 million and, accordingly, this amount 
was included as an adjustment to the cost of this project, effective January 1, 
1986. The amortization of the deferred costs associated with these projects 
results in an annual charge of $41 million for 1986. 


—_—_ oor err — 


11. Long-term debt 1986 1985 
millions of dollars 

Bonds and notes payable 24,390 22,728 

Other long-term debt 180 197 

24,570 22,925 

Less payable within one year 1,076 407 

23,494 22,518 


Bonds and notes payable: 

Bonds and notes payable, expressed in Canadian dollars, are summarized by 
years of maturity and by the currency in which they are payable in the 
following table: 
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11. Long-term debt (continued) 


188 weR ae 5 
Weighted Weighted 
Average Average 
Years of Principal Coupon Principal Coupon 
Maturity Outstanding Rate Outstanding Rate 
Canadian Foreign Total percent Total percent 
millions millions 
of dollars of dollars 
1986 — — _ 386 
1987 738 316 1,054 1,039 
1988 853 336 =: 11,189 do Aten 
1989 O17, 818; ) 17335 1,347 
1990 1,030 740 1,770 1,756 
Vek 1,148 942 2,090 — 
1- 5 years 4,286 3,152 7,438 TZ SWAL. TES 
6-10 years 3,400 2,069 5,469 10.8 5,026 12.8 
11-15 years 2,389 646 3,035 10.9 2,473 9:5 
16-20 years 2,058 1,296. 3,354 10.5 4,096 2 
21-25 years 1,793 2,663 4,456 11.0 4,005 10.5 
26-30 years — 638 638 14.4 1,409 14.8 
13,926 10,464 24,390 2 22,728 Bs 
Currency in which payable: 
Canadian dollars 13,926 11,839 
United States dollars 10,355 10,699 
Swiss francs 86 122 
West German Deutsche marks _ 41 
United Kingdom pounds sterling 23 27 
24,390 22,728 


Ontario Hydro has entered into financial arrangements to hedge a portion of 
the foreign currency exposure related to principal and interest payments with 
respect to long-term debt. As at December 31, 1986, these arrangements 
amounted to United States $744 million and Swiss francs 106 million, having 
weighted average Canadian dollar exchange rates of 1.39 and 0.87 respectively. 
These arrangements are primarily in short-term forward exchange contracts 
which hedge principal and interest payments due in 1987. 

Bonds and notes payable in United States dollars include Canadian $7,083 
million (1985— Canadian $7,190 million) of Ontario Hydro bonds held by the 
Province of Ontario and having terms identical with Province of Ontario issues 
sold in the United States on behalf of Ontario Hydro. Bonds and notes payable 
are either held, or guaranteed as to principal and interest, by the Province of 
Ontario. 

Ontario Hydro has entered into interest rate swap arrangements amounting 
to Canadian $350 million in notional principal as at December 31, 1986, and 
expiring in 1989 through 1993. These arrangements have effectively converted 
fixed interest rates on long-term debt, having a weighted average coupon rate 
of 9.82%, to variable interest rates which are adjusted quarterly to the prevail- 
ing Canadian bankers’ acceptance rate. 


Other long-term debt: 
Years of Interest 


Maturity Rate 1986 1985 

Balance due to Atomic Energy of percent millions of dollars 

Canada Limited on purchase of 

Bruce Heavy Water Plant “A” 1992 7.8 121 137 
Capitalized lease obligation for 

the Head Office building, 

payable in U.S. dollars 2005 8.0 52 53 
Capitalized lease obligations for 

transport and service equipment 1987 6.3 


to 1994 to 11.9 i 7 
180 197 


11. Long-term debt (continued) 

Payments required on the above debt, excluding interest, will total $111 million 
over the next five years. The amount payable within one year is $22 million 
(1985—$21 million). 


12. Accrued irradiated fuel disposal 


and fixed asset removal costs 1986 1985 
millions of dollars 

Accrued irradiated fuel disposal costs 243 189 

Accrued fixed asset removal costs 247 122 

490 Silil 


Irradiated fuel disposal costs: 


The significant assumptions used in estimating the future irradiated fuel 

disposal costs were: 

* an in-service date of the year 2010 for irradiated nuclear fuel disposal facilities; 

* a transportation distance of 1,000 kilometres from nuclear generating facilities 
to disposal facilities; 

¢ interest rates through to the disposal date ranging from 9% to 12% (1985-—10% 
to 15%); and 

* escalation rates through to the disposal date ranging from 5% to 9% 
(1985—5% to 12%). 

Because of the uncertainties associated with the technology of disposal, and 

the above factors, these costs are subject to change. 


Fixed asset removal costs: 


Fixed asset removal costs are the costs of decommissioning nuclear generating 
stations and heavy water production facilities after the end of their service 
lives, and the costs of removing certain fuel channels from nuclear reactors 
which are expected to be replaced during the life of the reactors. The significant 
assumptions used in estimating fixed asset removal costs were: 

¢ decommissioning of nuclear generating stations in the 2041 to 2062 period 
on the deferred dismantlement basis (dismantlement following storage 
with surveillance for a 30-year period after shutdown of the reactors), and a 
transportation distance of 1,000 kilometres from nuclear generating facilities 
to disposal facilities; 

¢ dismantlement of Bruce Heavy Water Plants ‘“A”, ““B” and “D” in the 1991 to 
2005 period; 

* removal of fuel channels in Pickering Nuclear Generating Station “A” units 1 
and 2 in the 1984 to 1987 period and units 3 and 4 in the 2000 to 2003 period, 
and Bruce Nuclear Generating Station “A” in the 2002 to 2010 (1985-2002 to 
2007) period, and commencing in 1986, Pickering ‘’B’’ in the 2012 to 2018 
period and Bruce “’B”’ in the 2013 to 2019 period; 

* interest rates through to 2062 ranging from 9% to 12% (1985—10% to 15%); 
and 

* escalation rates through to 2062 ranging from 5% to 8% (1985—5% to 12%). 

Because of the uncertainties associated with the technology of decommission- 

ing and fuel channel removal, and the above factors, these costs are subject 

to change. 


The fuel channel removal costs for Pickering “A” units 1 and 2 are being 
recovered by way of annual provision through to 1987 when both units are 
expected to return to service. As of December 31, 1986, annual provisions 
totalled $124 million with actual expenditures incurred amounting to 

$114 million. 


13. Fuel oil contract 

Ontario Hydro contracted with Petrosar Limited for the purchase of 20,000 
barrels of residual fuel oil per day through to April 1992. Deliveries for the 
years 1981 and 1982 were 6% and 2%, respectively, of the contract quantities 
and no deliveries were taken since then. Amounts have been charged to the 
costs of operations in prior years to provide for settlement with respect to 
reduced deliveries up to and including 1982. Ontario Hydro advised Petrosar 
Limited on May 24, 1983 that the contract is at an end due to Petrosar Limited’s 
prior undertaking to the Government of Canada to limit its production of 


43 


13. Fuel oil contract (continued) 

residual fuel oil to an amount less than the contracted quantities. Petrosar 
Limited commenced actions claiming damages of $45.5 million and $59.9 
million for failure to take the contract quantities in 1981 and 1982, respectively. 
Ontario Hydro counterclaimed for $39.4 million paid to Petrosar Limited in 
1980, 1981 and 1982 and an accounting for the difference between market and 
contract prices for residual fuel oil supplied since the date of such undertaking. 
The trial on this matter in the Supreme Court of Ontario ended on March 18, 
1986. On April 21, 1986, the Supreme Court rendered its decision that the 
contract between Ontario Hydro and Petrosar Limited was at an end, and that 
Petrosar Limited was to return the $25.5 million previously paid by Ontario 
Hydro with respect to 1981 and 1982, plus costs and interest. Petrosar Limited 
has appealed the court’s decision. These financial statements do not reflect the 
effects of the court’s decision. 


14. Statement of Source of Cash Used for 

Investment in Fixed Assets 
The Statement of Source of Cash Used for Investment in Fixed Assets reports 
the investment in fixed assets resulting from the cash flows from operating, 
financing and other investing activities, and the effects of changes in cash and 
cash equivalents and changes in accounts payable and accrued charges affect- 
ing investment in fixed assets during the year. This statement focuses on the 
investment in fixed assets in view of Ontario Hydro’s current level of construc- 
tion activities which are financed from two major sources, cash provided from 
operations and cash from external borrowings. 

The components of cash provided from operations, investment in other 
assets, and changes in cash and cash equivalents, defined to be cash and 
temporary investments net of short-term notes payable, are summarized 
below. 


Cash provided from operations: 1986 1985 
millions of dollars 
Net income 247 360 
Items not requiring cash in the current year 
Depreciation 705 655 
Amortization of foreign exchange gains and losses 189 190 
Provision for irradiated fuel disposal costs 35 24 
Nuclear agreement -— payback (63) (75) 
Other 16 21 
Funds provided from operations 1,129 ILA) 


Changes in working capital, excluding cash and cash 
equivalents, and long-term accounts payable 


affecting operations — (increase) (89) (120) 
Cash provided from operations 1,040 1,055 
Investment in other assets: 1986 1985 

millions of dollars 
Advances and related costs for fuel supplies (32) (37) 
Less repayments and amortization of advances 
for fuel supplies 49 39 
i Z 
Other 53 16 
Investment in other assets — decrease 70 18 
Changes in cash and cash equivalents: 1986 1985 
millions of dollars 
Cash and temporary investments — 

(increase) decrease (267) 640 

Short-term notes payable —increase 32 174 


Changes in cash and cash equivalents — 
(increase) decrease (235) 814 


14. Statement of Source of Cash Used for Investment in Fixed Assets 
(continued) 


The reconciliation of the change in fixed assets during the year with the 
investment in fixed assets for the year is summarized below. 


1986 1985 
millions of dollars 
Change in fixed assets 1,954 2,002 
Depreciation of fixed assets in service 638 594 
Less depreciation charged to heavy water 
production and construction in progress (84) (77) 
554 D7, 
Net book value of fixed assets sold or retired 15 DID 
Investment in fixed assets 2,523 2,541 


15. Pension and Insurance Plans 

Ontario Hydro’s employee benefit programs include pension and insurance 
plans. The assets of the pension, group life insurance and long-term disability 
plans and the changes in assets during the year are shown in the financial 
statements of The Pension and Insurance Fund, and are not included in 
Ontario Hydro’s financial statements. 


Pension Plan: 

The most recent actuarial valuation of Ontario Hydro’s pension plan as at 
December 31, 1985 reported a surplus of approximately $399 million (December 
31, 1984—$220 million). The increase in the pension plan surplus during 1985 

is attributable to an experience surplus of $194 million and a surplus of $87 
million arising from changes in actuarial methodology, partially offset by an 
application of $42 million towards plan improvements on January 1, 1985, and 
the amortization of $60 million of the established surplus. In 1986, $59 million 
of the $399 million surplus was applied towards plan improvements to the 
pension plan. 

The significant actuarial assumptions used in the 1985 and 1984 valuations 
were: 

* rate used to discount future investment income—8.5%, and future 
benefits —8%; 

* salary escalation rate —8%; 

* average retirement age for males—60.7 (1984—60.3) and for females—61.0 
(1984-—61.2); and 

* corporate shares valuation —five-year market value average. 

The pension plan costs for 1986 were nil (1985—$21 million) after the 
application of $74 million (1985—$58 million) of pension plan surplus to meet 
Ontario Hydro’s current service cost for 1986. 

On October 21, 1986, the Ontario Hydro Employees Union, Local 1000 of the 
Canadian Union of Public Employees—C.L.C. filed an application for judicial 
review in the Supreme Court of Ontario to determine whether Ontario Hydro 
is entitled to apply the pension surplus that has accumulated in Ontario 
Hydro’s pension plan to meet the Corporation’s contribution with respect to 
current service cost. The hearing on this matter was held on February 5, 1987. 
On March 3, 1987, the Supreme Court rendered its decision that Ontario 
Hydro has complied with the relevant statutory provisions regarding the 
corporate contribution towards current service cost. The Ontario Hydro 
Employees Union has the right to seek leave to appeal the court’s decision. 


Group Life Insurance Plan: 

The group life insurance plan had a surplus of approximately $33 million as of 
December 31, 1986 (December 31, 1985-—$34 million). Effective April 1, 1986, 
this surplus will be used to pay the insurance premiums for all members of the 
plan until the surplus is fully utilized. 


16. Research and development 

In 1986, approximately $71 million of research and development costs were 
charged to operations and $21 million were capitalized (1985—$63 million and 
$17 million, respectively). 
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Ontario Hydro 
Q Five-Year Summary of 


Financial Statistics 


1986 1985 1984 1983 1982 
millions of dollars 
Revenues 
Primary power and energy 
Municipal utilities 3,116 2,891 27555) 2,265 1,997 
Rural retail customers 885 815 72: 644 576 
Direct industrial customers 604 568 516 448 395 
4,605 4,274 3,783 3) BSy/ 2,968 
Secondary power and energy 248 Go| 429 448 419 
4,853 4,625 4,212 3,805 3,387 
Costs 
Operation, maintenance and 
administration 1,014 966 884 952 854 
Fuel and fuel related 1,089 1,143 210 1,169 1,094 
Depreciation 705 655 476 396 348 
2,808 2,764 2,570 DISH 2,296 
Income before 
financing charges 2,045 1,861 1,642 1,288 1,091 
Financing charges 
Gross interest 2,684 255i D322. PAWN 1,708 
Capitalized interest (1,038) (1,166) (1,293) (1,194) (968) 
Investment income (61) (60) (80) (58) (67) 
Foreign exchange 213 176 118 56 70 
1,798 1,501 1,067 816 743 
Net income 247 360 5/5 472 348 
Financial position 
Total assets 31,357 29,320 27,301 23,194 20,721 
Fixed assets 26,103 24,149 22,147 19,948 17,600 
Long-term debt 23,494 22,518 20,659 17,977 15,882 
Equity 4,691 4,444 4,084 3,509 3,037 
Source and use of cash 
Cash from operations 1,040 055 1,088 950 686 
Cash from financing 1740 757 1,756 1,823 2,172 
Cash used for investment 
in fixed assets 2,585 2,644 2,539 2,668 2,690 
Investment in fixed assets 2,523 2,541 2,624 2,746 2,885 
Financial indicators 
Debt ratio@ .835 .830 833 .840 845 
Cash flow coverage®) 1.05 1.02 .96 .88 .89 


Interest coverage®) 1.09 1.14 thee) 1.24 1.20 


Average revenue) 
Primary power and energy 
Municipal utilities 
Rural retail customers 
Direct industrial customers 
Secondary power and energy 
All classifications combined 


Average rate increases 
Municipal utilities 

Rural retail customers 
Direct industrial customers 


Average cost(4)) 
Hydraulic 
Operation, maintenance 
and administration 
Fuel-water rentals 
Depreciation and 
financing charges 


Nuclear 
Operation, maintenance 
and administration 
Fuel-uranium 
Depreciation and 
financing charges 


Fossil 
Operation, maintenance 
and administration 
Fuel-coal, gas and oil 
Depreciation and 
financing charges 


Footnotes 


1986 


3.894 
5.909 
3.272 
4.102 
4.017 


4.0 
3.8 
4.3 


.200 
.243 


414 
.857 


472 
481 


2.051 
3.004 


.044 
2.745 


1.444 
4.733 


1985 


1984 


1983 


in cents per kilowatt-hour of total energy sales 


3.754 
5.720 
3.155 
4.098 
9:925 


5a) 
8.7 
8.8 


3.440 
5.143 
2.896 
4.037 
3.586 


expressed as a per cent 


8.0 
ipo) 
7.6 


3.210 
5.027 
2.740 
3.768 
3.409 


8.2 
8.8 
8.5 


in cents per kilowatt-hour of energy generated 


.187 .184 12 
i206) .164 .076 
eye) 384 345 
.819 WEP .580 
479 506 A91 
426 Releyl soley? 
1.889 1.330 1.026 
2.794 297. 1.874 
437 348 368 
2.609 2.500 2.417 
(997 coo 586 
4.043 3.445 cea | 


1982 


2.981 
4.475 
2.614 
3.895 
3.203 


9.6 
8.7 
10.0 


BLS 
.073 


.360 
.606 


487 
384 


.883 
1.754 


402 
2.328 


.683 
3.413 


(1) Debt ratio represents debt (bonds and notes payable, short-term notes payable, other long-term debt, 
and accrued irradiated fuel disposal and fixed asset removal costs less unamortized foreign exchange 


gains and losses) divided by debt plus equity. 
(2) Cash flow coverage ratio represents funds provided from operations plus net interest, and interest 


charged to fuel for electric generation less interest on accrued provisions divided by interest on bonds, 


notes, and other debt. 


(3) Interest coverage represents net income plus interest on bonds, notes, and other debt divided by 


interest on bonds, notes and other debt. 


(4) Figures for 1986 are preliminary. 


(5) Average cost per kilowatt-hour represents the costs attributable to generation but excludes the costs 


related to transmission, distribution and corporate administrative activities. These figures reflect 


the historical accounting costs of operating facilities and the actual energy generated by these facilities 


during the year. 
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Customer statistics () 
Primary energy sales 
Municipal utilities 
Rural retail 
Direct industrial 


Secondary energy sales 


Total Ontario customers 
Residential 

Farm 

Commercial and industrial 


Average annual use 
Residential 

Farm 

Commercial and industrial 


Average revenue 
Residential 

Farm 

Commercial and industrial 


Operating statistics 

Dependable peak capacity 
(‘000 kW) 2) 

December primary peak 
demand (‘000kW) 

Primary energy made 
available ('000,000 kW.h) 

Total staff, average for year 
(includes regular and 
temporary staff) 


Footnotes 


Ontario Hydro 
Comparative Statistics 


1986 1985 1984 1983 1982 
in millions of kilowatt-hours 
80,026 77,011 74,283 70579 67,021 
16,279 15,638 14,732 14,006 13,716 
18,458 18,011 17,816 16,345 oa he) 
114,763 110,660 106,831 100,930 95,856 
eee 
6,046 8,565 10,627 11,900 10,753 
in thousands 
2,774 PS OA 2,652 2,604 27009 
106 107 107 108 110 
361 354 346 339 335 
3,241 3,173 3,105 3,051 3,004 
in kilowatt-hours per customer 
10,700 10,618 10,590 10,149 9,976 
23,004 22,618 22,90 21,389 21,135 
215,000 213,673 212,700 200,436 194,376 
in cents per kilowatt-hour 
5.62 5.42 5.02 4.69 4.34 
6.01 5.74 5.24 4.87 4.50 
4.20 4.03 3.74 3.50 3.28 
30,701 28,224 26,612 25,269 24,906 
20,609 20,473 18,052 18,792 16,872 
120,574 116,049 112,293 106,071 100,836 
32,405 31,166 29,613 Si 238 32,654 


(1) Figures for 1986 are preliminary. 
(2) Includes mothballed generation: 1986 —3,782,700 kW; 1985-—3,932,700kW; 
1984 —3,999,200kW; 1983-3,783,200kW; and 1982—3,034,200kW. 
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ONTARIO HyYDRO’S 
BOARD OF DIRECTORS’ REPORT FOR 1987 


To: 
The Honourable Robert Wong 
Minister of Energy 


Ontario Hydro’s Board of 
Directors submits to you this 
report of the financial position 
and relevant Ontario Hydro 
activities for the year 1987. 


We thank you and Ministry of 
Energy staff for the cooperation 
extended during the year. 


On behalf of the Board, 


Le tranlte 


Robert Franklin 
Chairman and President 
April, 1988 


THE CORPORATION 


Ontario Hydro’s prime objec- 
tive is to supply the people of 
Ontario with electricity at cost 
while maintaining high stan- 
dards of safety and service. 

To that end, it operates 80 
hydraulic, fossil and nuclear 
generating stations and an 
extensive power grid across 
Ontario to meet the province’s 
demands for electric energy. 

Ontario Hydro is a financially 
self-sustaining corporation 
without share capital created in 
1906 by a special statute of the 
Province of Ontario. Bonds and 
notes issued to the public by 
the Corporation are guaranteed 
by the province. 

Under the authority of the 
Power Corporation Act, Ontario 
Hydro has broad powers to 
generate, supply and deliver 
electricity throughout the 
province. It is also authorized 
to produce and sell steam and 
hot water as primary products. 
In addition, Ontario Hydro 
exercises specific regulatory 
functions over municipal utili- 


ties as well as the approval and 


FINANCIAL HIGHLIGHTS 


inspection functions for electri- 
cal equipment (in conjunction 
with the Canadian Standards 
Association) and electrical wir- 
ing installations throughout the 
province. 

Ontario Hydro sells whole- 
sale electric power to municipal 
utilities in urban areas which, in 
turn, retail to customers in their 
service areas. Ontario Hydro 
also serves directly more than 
100 large industrial customers 
and 835,925 rural retail cus- 
tomers in areas or communities 
not served by municipal utili- 
ties. In 1987, approximately 
3,344,000 customers were 
served by Ontario Hydro and 
the municipal utilities in the 
province. 

The business and affairs of 
Ontario Hydro are directed and 
controlled by a board of direc- 
tors made up of a chairman, 
vice-chairman, a president, and 
not more than 10 other direc- 
tors. All members of the Board, 
who represent a broad spec- 
trum of Ontario society, are 
appointed by the Lieutenant 
Governor in Council of the 


province except the president 


who is a full-time employee of 
the Corporation appointed by 
the Board. 

To assist the Board in direct- 
ing the Corporation’s affairs 
there are five Committees of 
the Board: Finance, Audit, Man- 
agement Resources, Social 
Responsibility, and Technical 
Advisory. In 1987, a new com- 
mittee was formed to advise the 
Ontario Hydro Board members 
about northern affairs. Six indi- 
viduals from northern Ontario, 
none of whom are members of 
the Board, were appointed by 
the provincial government to 
the Northern Ontario Hydro 
Advisory Committee. All the 
committees review and make 
recommendations to the Board 
on matters within their terms of 
reference. 

Ontario Hydro’s head office 
is located at 700 University 
Avenue, Toronto, Ontario. For 
administrative and operational 
purposes, six regional and 47 
area Offices are maintained 


throughout the province. 


1987 1986 
millions of dollars 

5,280 4,853 

PATA 247 

32,057 Sieey! 


2,524 2,523 


SECURING TOMORROW TODAY: 
ONTARIO HYDRO AND THE ENVIRONMENT 


The people of Ontario Hydro share 
a commitment to manage the 
environmental effects of generating 
and delivering electricity without 
compromising the well-being of 
this province. 


SECURING TOMORROW TODAY: 
ONTARIO HYDRO AND THE ENVIRONMENT 


Our society’s concern for the 
environment is an explicit 
recognition that what we do 
today has a direct effect on 
tomorrow. It is a concern 
shared by all the people of 
Ontario, for we all benefit from 
the natural wealth of our 
province and the bright future 
it promises. 

Almost anything humans do 
affects the natural environment 
to some degree. But that must 
be balanced against the contri- 
butions technology makes to 
our lives. As well, if technology 
is a source of environmental 
problems, technology —and the 
human expertise which devel- 
ops it— may also be our best 
source of solutions. 

By the very nature of our 
business, Ontario Hydro affects 
the environment, both natural 
and social. The effects vary, 
depending on the size and 


type of operation. But the fact 
remains, we create environ- 
mental problems. 

At the same time, Ontario 
Hydro provides a product that 
has come to be an essential 
element of our lives. Our broad 
objective as a corporation, then, 
must be to obtain the maximum 
benefit from our technology 
with the minimum impact on 
the natural world. 

Because we operate in 
virtually every corner of the 
province, we address a broad 
range of environmental issues, 
from the handling of PCBs to 
the flooding of land as a result 
of hydraulic projects. At Ontario 
Hydro, therefore, responsibility 
for mitigating environmental 
effects cuts across almost every 
area of the organization. Highly 
skilled specialists — biologists, 
chemists, physicists and engi- 
neers— work full-time to iden- 
tify potential environmental 


hazards and to find solutions or 
methods of control. 

The problems these special- 
ists address include everything 
from concern for nesting birds to 
design contingencies in nuclear 
reactors. But large or small, the 
problem commands the same 
high degree of commitment. 

Two major issues cause most 
public concern: the safety of 
nuclear operations and acid gas 


emissions from fossil-fuel stations. 


But many other environmental 
concerns also stake a claim to 
our attention. Our objective in 
each case is to use each dollar 
wisely to find the best solutions. 
Thus, Ontario Hydro initiatives, 
from the day the concepts are 
proposed, must pass tests for 
environmental and social accept- 
ability, safety, reliability and 
economic soundness. 

In nuclear operations, for 
instance, Ontario Hydro is 
among the world leaders in 
generation performance and 


safety. In more than 20 years, 


radioactive emissions have 
never exceeded Atomic Energy 
Control Board limits. No mem- 
ber of the public has ever been 
harmed. This record is a result 
of the built-in design features 
of Ontario Hydro’s CANDU 
reactors, an exacting nuclear 
operator training program, and 
rigorously tested and monitored 
transportation and storage 
facilities. 

We continue to work closely 
with Atomic Energy of Canada 
Limited (AECL) to find a pre- 
ferred method of nuclear waste 
disposal. In 1987, for example, 
we committed about $25 mil- 
lion to fund the AECL research 
program, much of which is 
focussed on the disposal issue. 
That financial support was 
almost three times the level 
committed in 1986 and, in 1988, 
we expect the funding to be 
about $35 million. 


This work is continuing even 


though the current short-term 
method of storing used fuel 
bundles in water-filled pools at 
each nuclear station has proven 
safe, reliable and able to meet 
the needs well into the next 
century. 

In other areas of electricity 
production, some of our tech- 
nology is older than recent 
understanding of the problem. 
Knowledge of the impact of acid 
rain, for example, has grown 
rapidly over the last dozen 
years. Yet Lakeview Thermal 
Generating Station was designed 
in the 1950s and our other 
coal-fired stations in the 1960s. 

This has left Ontario Hydro 
with some catching up to do, 
and we have initiated correc- 
tive action. Since 1982, Ontario 
Hydro has reduced its acid gas 
emissions by 25.8 per cent. 

At the same time, it has met 
a power demand that has 


increased by 20.3 per cent and 
held rate increases to some of 
the lowest levels in years. 

This has not been easy. 
In 1987, Ontario Hydro burned 
AQ per cent more coal than 
forecast, largely because dry 
weather reduced the amount of 
water available for hydraulic 
generation. As a result, our 
emissions, although still below 
regulated limits, were 25 per 
cent higher than in 1986. 

There are a number of pro- 
grams we have initiated to find 
the best long-term solutions. 
Modifying burners, washing 
and blending coal, and burning 
low-sulphur western Canadian 
coal all help reduce emissions. 
We continue to conduct 
research aimed at minimizing 
acid gas emissions at the com- 
bustion stage. In the next three 
years, Ontario Hydro has ear- 
marked $7.7 million for those 


efforts which focus on four 
types of flue-gas desulphuriza- 
tion to reduce sulphur dioxide 
emissions. Testing on one pro- 
cess, in which limestone is 
injected directly into the steam 
generator’s furnaces, is continu- 
ing at Lakeview Generating 
Station. 

Another promising environ- 
mental effort is Ontario Hydro’s 
promotion of energy efficiency 


and load shifting. Successful pro- 


grams in these areas can reduce 
the need for new supply, mini- 
mizing the adverse effects of 
electricity generation on the 
environment. 

With energy efficiency pro- 
grams and financial incentives, 
Ontario Hydro expects to be 
able to slow significantly the 
growth in demand by the 
year 2000. 

As well, for certain applica- 
tions, electricity is cleaner and 
more efficient than oil and gas. 


In those instances, it makes 5 
environmental and economic 
sense to promote the substitu- 
tion of electricity. 

Careful management of the 
impact of any industry on the 
environment requires a multi- 
faceted approach that begins 
with corporate commitment. 
Ontario Hydro has assigned 
hundreds of people and millions 
of dollars to minimize its impact 
on the environment even as 
the Corporation has met the 
province’s power needs with 
fiscal responsibility. It is a con- 
tinuing commitment. 

Meeting the public’s expecta- 
tions for a healthy environment 
is an intrinsic part of the core 
business of Ontario Hydro. For 
our business is to serve, to help 
make sure Ontario remains a 
great place to live. 


CHAIRMAN’S MESSAGE 


/ 


The world is much changed in 
the eight decades since Sir 
Adam Beck and his colleagues 
initiated what is now Ontario 
Hydro. It is clear that electricity 
has been a major contributor to 
that change. 

A low-cost, reliable supply of 
electricity has provided an eco- 
nomic underpinning for the 
continued growth of this pro- 
vince. As a result, it has played 
a major role in enhancing the 
quality of life in Ontario. 

We are producing and using 
electricity today in ways never 
dreamed of in Sir Adam’s time. 

But even as technological 
advances have changed our 
world, they have brought with 
them new attitudes. For exam- 
ple, as our knowledge grows 
about the effects of industry on 
the environment, so does our 
duty to mitigate that impact. 

We are proud of Ontario 
Hydro’s record of environmen- 
tal sensitivity, and this year’s 


annual report highlights some 


of our activities. We have 
always worked to produce elec- 
tricity economically, reliably, 
safely and in a socially responsi- 
ble and acceptable manner. 

However, with new Knowl- 
edge comes the opportunity 
and responsibility to continue 
to improve. 

The province’s economic 
growth will increase pressure 
on Ontario Hydro’s ability to 
meet demand even as we work 
to protect the environment. 
Since the recession earlier 
this decade, the demand for 
electricity has exceeded Ontario 
Hydro’s most likely forecasts. In 
1986, demand rose by 3.9 per 
cent; this year by 4.9 per cent. 
On average, the demand for 
electrical energy has grown 
each year by an amount equal 
to the needs ofa city the size of 
Hamilton. 

We expect to be able to meet 
that growth into the mid-1990s 
with the existing system, plus 
energy efficiency programs, and 
generation and transmission 
facilities now approved and 


under construction. 


In December, Ontario Hydro 
released to the Minister of 
Energy its Demand/Supply 
Planning Strategy, a comprehen- 
sive review of all options for 
meeting electricity needs 
beyond the 1990s. The study 
will provide a framework for 
extensive public and govern- 
ment review, leading to a final 
strategy. 

Inherent in this process is the 
recognition that any decisions 
Ontario Hydro and the people 
of the province make together 
must not put the environment 
at risk. It is crucial to our quality 
of life, and to that of our chil- 
dren, grandchildren and beyond. 

It has been a privilege to be 
chairman of Ontario Hydro. I 
would like to thank the Board 
of Directors, all Ontario Hydro 
employees and the municipal 


utilities for all their help. 


PRESIDENT’S MESSAGE 


Inevitably, any man-made instal- 
lation has an impact on the 
environment. For Ontario 
Hydro, whose operations span 
the province, that fact is at the 
root of a corporate commitment 
to minimize the effect of our 
operations on Ontario’s natural 
heritage. 

Meeting that commitment 
is never easy. As a business 
Ontario Hydro must also 
address our two other funda- 
mental goals: to supply reliable 
power and to do it at low cost. 

There is no doubt that 
Ontario Hydro is part of the 
problem: our operations do 
affect the environment. But-we 
have the resources and the will- 
power to offer solutions as well. 

In our earliest planning, we 
work to anticipate and mini- 
mize environmental impacts. 
This entails such things as 
designing defence-in-depth 
safety systems for nuclear 
plants, shifting transmission 
lines to save rare habitats and 
building fish ladders to aid 
migration. 

We’ve also had to respond 
to new problems that develop 
in older technologies. For 
instance, since the potential 
hazards of PCBs were identified, 
Ontario Hydro has been 
phasing out the use of equip- 
ment containing them. As well, 
we have developed a mobile 
decontamination unit that 
removes low-level PCBs from 
insulating oils. 

We are committed to meet or 
better government standards or 
our own tough benchmarks. In 
most cases, we are successful. 


There are exceptions. We do 


make mistakes. But we try to 
learn from them, to ensure they 
remain isolated incidents. 

Despite efforts such as these, 
we are well aware there is 
much work to do in some areas. 
In the case of acid rain, we have 
met government regulations 
for reducing acid gas emissions. 
Overall, we have reduced 
emissions since 1982 by 25.8 
per cent. 

But we have our work cut 
out for us in the years ahead. 
Acid gas control regulations get 
progressively tougher until 
1994 and uncontrollable cir- 
cumstances can affect the year 
over year results. For instance, 
although Ontario Hydro emis- 
sions were below regulated 
limits in 1987, they were 25 per 
cent higher than in 1986 due to 
robust growth in the economy 
and a reduction in water for 
hydraulic generation. 

All this means an even 
greater commitment from 
Ontario Hydro, especially since 
environmental work cannot be 
carried out in isolation from the 
other legitimate demands of 
society that Ontario Hydro 
provide its product and services 
reliably and at the most reason- 
able cost. 

We are working to meet 
those demands as well. In 1987, 
Ontario Hydro continued to be 
financially self-sufficient while 
maintaining rate increases at or 
near inflation. Total revenues 
were up from 1986 because 
of increased electricity sales. 
Late this year, a 4.7 per cent 
average rate increase was set 
for 1988 to meet higher costs 
of operating and maintaining 


existing facilities. 


In the next decade, annual 
energy consumption is 
expected to climb by a cumula- 
tive 29 per cent. We’d like it to 
be less, and we will be initiating 
more energy saving programs 
to address that objective. But in 
all probability, in a growing 
province, total energy con- 
sumption will rise. To meet that 
increase and maintain the 
integrity of the environment 
will test our ingenuity in maxi- 
mizing the productivity of our 
existing system and in making 
sensible choices about future 
supply, from whatever source. 

The employees of Ontario 
Hydro share the broader com- 
munity’s desire for clean water, 
pure air and a healthy ecosys- 
tem. Thus, the corporate com- 
mitment to minimize the 
impact on the environment is 
based on a personal commit: 
ment from each of the 24,000 
people who make up Ontario 
Hydro. 

It gives me great confidence 
for the future to be associated 
with people who have demon- 
strated time and again such ded- 
ication to this organization and 
to the people of the province. 

I would like to thank retiring 
Chairman Tom Campbell, 
whose work encompassed 
projects crucial to the 
province’s future power supply, 
such as the successful review of 
Darlington Nuclear Generating 
Station and the development of 
the Demand/Supply Planning 
Strategy. Tom’s foresight and 
leadership produced a fine 
record of achievement in his 


four-year stewardship. 


YEAR IN REVIEW 


DEMAND FOR ELECTRICITY 
CLIMBS 4.9 PER CENT 

In 1987, Ontario Hydro contin- 
ued to meet record demands for 
electricity. A total of 133 billion 
kilowatt-hours of electricity 

was delivered to primary and 
secondary customers. Primary 
demand rose to 126.5 billion 
kilowatt-hours, 4.9 per cent 
higher than the 1986 demand 
and 1.2 per cent higher than 
forecast. Electricity demand 

has increased steadily by an 
average annual growth rate of 
about 4.6 per cent since Ontario 
started to recover from the 
recession of the early 1980s. 
Ontario Hydro also sold 6.5 bil- 
lion kilowatt-hours of electricity 
to utilities outside Ontario, 
chiefly in the United States. 


The 1987 annual peak 
demand was 20.5 million kilo- 
watts, 0.7 per cent lower than 
the 1986 annual peak. This 
slightly lower peak was due 
primarily to unseasonably mild 
temperatures during December. 


MEETING CUSTOMERS’ 
ELECTRICITY NEEDS 

Ontario Hydro produces elec- 
tricity from three major sources: 
hydraulic, fossil-fuel (predomi- 
nantly coal), and nuclear. In 
1987, hydraulic generation sup- 
plied 23.8 per cent, fossil-fuelled 
generation supplied 23.9 per 
cent, and nuclear generation 
supplied 47.5 per cent of the 
electricity required to meet cus- 
tomer demand. 

Unusually dry and warm 
weather conditions resulted in 
lower water levels in 1987 
forcing Ontario Hydro to burn 


49 per cent more coal than 
forecast. In 1987, there were 
about 5.5 billion kilowatt-hours, 
or 15 per cent less hydraulic 
energy available than in an 
average year. 

The remaining 4.8 per cent 
of Ontario’s power require- 
ments were met through pur- 
chases from other utilities, 
chiefly Hydro-Quebec and Man- 
itoba Hydro. Ontario Hydro 
buys power from other utilities 
to help meet peak demand, to 
help supply electricity during 
emergency outages, and to 
reduce acid gas emissions. In 
1987, Ontario Hydro agreed to 
buy 200 megawatts of power 
from Manitoba for five years 
starting in 1998. 


AVERAGE COST OF GENERATION 


® Fossil 
@ Nuclear 
@ Hydraulic 


Cents per kW.h 


83 84 85 86 87 


MANAGING 

ENVIRONMENTAL EFFECTS 
Electricity cannot be produced 
and distributed without some 
effects on the environment. 
Recognizing that, Ontario 
Hydro’s governing direction is 
to manage all activities affecting 
the environment in an ethical 
and socially responsible man- 
ner. Ontario Hydro’s environ- 


mental policies include develop- 


ing operational methods and 
new technology to minimize 
environmental effects. 


Hydraulic Resources: 
Respecting Borrowed Waters 
Ontario Hydro uses water to 
generate electricity directly, and 
for cooling at fossil-fuelled and 
nuclear generating stations. It is 
Ontario Hydro’s responsibility 
to ensure that water borrowed 
to make electricity is returned 


with minimum change to lakes 
and rivers, and that the envi- 
ronment around all generating 
stations is preserved. That 
responsibility is met through a 
number of programs designed 
to overcome the different 
potential problems associated 
with using water for generating 
electricity, or for cooling. 


Fish Diversion 

Occasionally, the water intake 
tunnels at fossil and nuclear 
generating stations are blocked 
by fish. Ontario Hydro has 
developed a number of meth- 
ods to divert the fish from the 
tunnels using such equipment 
as strobe lights, barrier nets, fish 
pumps and sonic devices. 
Ontario Hydro has also modi- 
fied the design of water intake 
structures so they are less 
expensive and easier to build, 
and more effective at diverting 


fish than earlier designs. This 


new kind of intake structure 
has been installed at the 
Darlington Generating Station. 

The Thunder Bay Generating 
Station has a unique “fish return” 
system. Fish entering the intake 
tunnel can be recovered and 
returned to the lake by travel- 
ling screens mounted with spe- 
cial buckets and a fish pump. 
Ontario Hydro has also installed 
fish ladders, such as the one at 
R.H. Saunders hydraulic station 
in Cornwall, to help migrating 
fish move around generating 
stations. 


Water Flow and Quality 

When a plant is built on a river 
system, the damming of water 
can change the river’s level and 
flow. These changes are care- 
fully controlled because they 
may affect fish and wildlife habi- 
tats. Wherever possible, stations 


Henry Kowalyk (front) and Scott 
McKinley of Ontario Hydro’s 
Research Division work with 

BC Hyaro to test the response of 
smolts, sockeye, and salmon to 
various diversion technologies 
including sound, strobe lights, 


and nets and screens. 


To identify, minimize and monitor 


environmental effects, and to 
satisfy government requirements, 
Ontario Hydro completes extensive 
environmental studies throughout 
the life of every project from pre- 


construction to post-operation. 


At Six-Mile Lake, Biological Survey 
Technician Terry Brown samples 
the water from lake bottom to sur- 
face to help determine the environ- 
mental effects associated with the 
possible redevelopment of the Big 


Chute Hydraulic Generating Station. 


Ontario Hydro staff met with the 


community in Beardmore, on the 
southeast shore of Lake Nipigon, 
to discuss possible environmental 
effects of a hydraulic development 
on the Little Jackfish River. 


are operated to accommodate 
fish and wildlife needs. 

This year, the driest on 
record for many parts of north- 
ern Ontario, the Corporation 
released some of the water 
stored behind its power dams to 
rivers and lakes to maintain 
walleye, salmon and pickerel 
spawning. 

Keeping the water safe by 
maintaining its natural quality is 
also important. During the year, 
in response to the provincial 
Ministry of the Environment’s 
Municipal-Industrial Strategy for 
Abatement (MISA) program, 
Ontario Hydro undertook a pre- 
regulatory identification of the 
chemical properties in its water 
effluents at fossil-fuelled, nuclear 
and hydraulic generating facili- 
ties. To date, chemical concen- 
trations have been found to be 
within the expected range for 
normal operating conditions. 

Ontario Hydro has also 
developed a containment valve 
designed to prevent spilled oil 
from entering a watercourse in 
the event ofa transformer failure. 
In 1987, Ontario Hydro began 
installing these valves at DeCew 
Falls, the first of 42 hydraulic 
stations to be equipped. 


Dam Safety and Rehabilitation 
Ontario Hydro regularly 
inspects and monitors its dams 
to make sure surrounding lands 
are not flooded. This year, a rou- 
tine inspection revealed an 


unstable downstream slope on 
the DeCew Falls Generating 
Station headpond dam located 
on top of the Niagara Escarp- 
ment near St. Catharines. 

The slope was immediately 
stabilized. 

The rehabilitation of Crystal 
Falls Dam, northwest of North 
Bay, was also completed in 
1987; the main dam was 
replaced and new sluice gates 
were installed. 

In addition to routine inspec- 
tions, Ontario Hydro continued 
to evaluate the safety of its 
nearly 300 dams, according to 
modern engineering standards, 
as part of a special seven-year 
Dam Safety Assessment Program 
initiated in 1986. 


Managing Shorelines 
Changing water levels and river 
flows can contribute to the 
problem of erosion of reservoir 
shorelines and river banks. To 
help ease the problems of 
shoreline and river bank ero- 
sion, Ontario Hydro installs pro- 
tective materials, such as rock 
layers, where necessary. 
Ontario Hydro stabilized the 
river banks along the Arnprior 
Generating Station reservoir, 
northwest of Ottawa, in this 
way in 1987. 


Tapping more water power 

As most of Ontario’s accessible 
water power was developed 
before 1960, few opportunities 
for developing large and eco- 
nomical hydraulic stations now 
exist in the province. However, 
Ontario Hydro is studying the 
possible development of addi- 
tional hydraulic sites or redevel- 


opment of existing hydraulic 
stations to tap a potential of 
about 1000 megawatts of water 
power. 

One of the first steps in every 
project is to determine possible 
environmental effects caused by 
a man-made installation. 

In northern Ontario, field 
studies for the Little Jackfish 
and Mattagami Rivers are com- 
plete. An environmental assess- 
ment of Little Jackfish is being 
prepared for submission to the 
Ministry of the Environment in 
early 1988. As well, environ- 
mental studies are nearing com- 
pletion on the Mattagami River 
development. 

Ontario Hydro is also investi- 
gating the possibility of redeve- 
loping Big Chute Generating 
Station on the Severn River, and 
adding additional generating 
facilities at Niagara Falls. 

And Ontario Hydro continues 
to encourage the economic de- 
velopment of smaller hydraulic 
sites. Numerous proposals for 
small private hydraulic plants 
have been reviewed and are in 
various stages of planning and 
development. Seven projects, 
together producing a total of six 
megawatts, started selling power 
to Ontario Hydro in 1987. 


FOssIL FUEL- MAKING A VITAL 
CONTRIBUTION 

Ontario Hydro’s fossil-fuelled 
generating stations provide the 
system with the flexibility 
required to meet peak loads or 
cover outages at other plants. 


Ontario Hydro and Ducks Unlimited 
Canada work together to preserve 
this 50-hectare wetland behind the 


Lennox Thermal Generating Station 


near Kingston. This marsh is home 
to ducks, terns, shorebirds, beavers 


and muskrats. 
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In 1987 the performance of 
Ontario Hydro’s fossil-fuelled 
stations was a key factor in 
maintaining system reliability 
in the face of high energy 
demands and low water levels. 
Ontario Hydro burned 49 per 
cent more coal than expected 
and, as a result, acid gas emis- 
sions were 25 per cent higher 
than in 1986 but still 30,000 
tonnes below the government 
limit. 

Acid gas emissions are a com- 
bination of chemicals released 
during the coal combustion pro- 
cess. The chemicals most promi- 
nent, and of most concern, are 
sulphur dioxide and nitrogen 
oxide. 

In 1981, Ontario Hydro 
announced a program to reduce 
acid gas emissions by almost 50 
per cent beginning in 1986. 


In 1985, the Ontario govern- 
ment announced a new regula- 
tion under the Environmental 
Protection Act which set still 
stricter limits on Ontario 
Hydro’s acid gas emissions dur- 
ing the 1986 to 1993 period, 
and a new lower limit to be 
achieved by 1994. 

Ontario Hydro will work to 
meet provincial government 
regulations limiting acid gas 
emissions (sulphur dioxide and 
nitrogen oxide) to 215,000 ton- 
nes by 1994, 60 per cent below 
the 1982 peak level of 531,000 
tonnes. 


Reducing Pollution 

To reduce acid gas emissions 
overall, Ontario Hydro runs its 
system using less fossil fuel and 
more nuclear and hydraulic 
generation whenever possible. 
To reduce sulphur dioxide emis- 
sions in particular, Ontario 


Hydro purchases coal that is 
washed before delivery, burns 
lower sulphur coal from west- 
ern Canada, and blends low- 
sulphur western Canadian 
coal with U.S. coal. 

To reduce nitrogen oxide 
emissions, Ontario Hydro has 
installed low nitrogen-oxide 
burners at Nanticoke Generat- 
ing Station. During 1987, the 
last three of Nanticoke’s eight 
units were fitted with low nitro- 
gen oxide burners. To date, with 
all eight units now modified, a 
35 per cent reduction in Nanti- 
coke’s nitrogen oxide emissions 
has been achieved with some 
loss in combustion efficiency. 


New Programs 

This year, Ontario Hydro 
announced a major program to 
test the potential costs, benefits 
and problems of installing acid 
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gas control equipmeni at its 
three largest coal-fired gener- 
ating stations, Nanticoke, 
Lakeview and Lambton. Provin- 
cial government approval, 
under the Environmental 
Assessment Act, is required 
before major modifications can 
be made to the stations. 
Approval will be sought for four 
scrubbing technologies: wet 
limestone scrubbing, a lime- 
stone dual alkali process, a lime 
spray dryer process, and lime- 
stone injection. Over the next 
three years, Ontario Hydro will 
spend an estimated $7.7 mil- 
lion consulting with the public, 
assessing the technologies and 
environmental effects, and seek- 
ing government approvals. 


Lennox returned to operation 
In November, two of the four 
550-megawatt units at Lennox 


Thermal Generating Station 
were returned to operation to 
maintain service reliability. 
These units are fuelled by resi- 
dual oil, a refinery by-product 
with a low sulphur content of 
0.7 per cent. The plant was 
mothballed in 1982, when pri- 
mary load growth was lower 
than expected. 


Managing Ash 
Keeping the environment clean 
means disposing of the large 
quantities of ash produced from 
burning coal. The combustion 
of coal produces some coarse 
ash which falls to the bottom of 
the boiler, and tiny dust parti- 
cles, called fly ash, 99 per cent 
of which are collected in elec- 
trostatic precipitators. 

Ontario Hydro sells as much 
of the ash as possible. Some fly 


ash is used to make cement and 
as an additive to concrete 
mixtures. Bottom ash is used 

as gravel. 

In 1987, a system was added 
at Lambton Generating Station 
near Sarnia to collect dry fly ash 
So it could be used by a local 
waste management company to 
stabilize liquid wastes. Revenue 
from the sale of ash will cover 
the cost of the system in two 
years. Also in 1987, Lakeview’s 
fly ash was sold to cement com- 
panies for use as an additive to 
concrete mixtures. 

The ash that is not sold is 
buried in landfills built and 
managed by Ontario Hydro to 
prevent water pollution from 
runoff and leachings. Blowing 
dust from the sites is controlled 
by water sprays, bonding 
agents, and slag and vegetation 
cover. When the landfill site is 


full, it is revegetated. 


As part of the Ontario Ministry of 


the Environment’s Municipal- 
Industrial Strategy Abatement (MISA ) 
program, Stan Howser takes 
pre-regulatory samples of the water 
discharged from the Lakeview 
Generating Station. 


To reduce acid &as emissions, 
Ontario Hydro designed and built 
the Thunder Bay Generating Station 
Extension to burn low-sulphur 
western Canadian coal. In all 
Ontario Hydro’s coal-fired stations 
contribute about 20 per cent of 


Ontario's acid gas emissions. 
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Ontario Hydro stockpiles coal at its 
fossil stations because it cannot be 
delivered during the winter months. 
By spraying the coal with water and 
waste oils, Ontario Hydro controls 


the blowing of coal dust year-round. 


Ontario Hydro has been developing 
a limestone injection desulphuriza- 
tion process at Lakeview Thermal 
Generating Station in Mississauga. 
By injecting limestone directly into 
the boiler furnace, this process can 
reduce sulphur dioxide emissions 


by more than 50 per cent. 


NUCLEAR ENERGY - 

AN INCREASING ROLE 

Ontario Hydro’s CANDU reac- 
tors generate electricity safely, 
economically, reliably and with 
minimum impact on the envi- 
ronment. Designed to shut 
down safely in the event of 
equipment failure, human error, 
or various combinations of 
both, these reactors have fast 
shutdown and vacuum systems 
to ensure safe operation and to 
prevent radioactive emissions 
from escaping into the 
atmosphere. 

In 1987, construction contin- 
ued at the Darlington Nuclear 
Generating Station. Darlington, 
scheduled to be producing 
power by 1989 will, when 
completed in 1992, provide 
3600 megawatts of power, 
enough to meet the electricity 
needs of a population the size 
of metropolitan Toronto. 

At the Bruce Nuclear Gener- 
ating Station, Unit 8 went into 
service in May, two months 
ahead of schedule. Bruce Unit 5 
surpassed the world record for 
continuous operation; it was 
connected to the electrical grid 
for 475 days. 

The retubing of Units 1 and 
2 at Pickering Nuclear Generat- 
ing Station was completed, and 
Unit 1 was returned to com- 


mercial operation in October. 
Unit 2 is expected to return to 
service in mid-1988. 

Both units were taken out of 
service in 1983 when inspec- 
tion of a failed pressure tube in 
Unit 2 signalled the end of the 
operating life of all pressure 
tubes in those units. Three hun- 
dred and ninety pressure tubes 
were replaced in each of the 
two 540-megawatt units. The 
workers were exposed to about 
one-third of the anticipated radi- 
ation exposure. 

In 1987, during a routine 
inspection by Ontario Hydro 
and Atomic Energy of Canada 
Ltd., sample pressure tubes in 
Pickering Units 3 and 4 were 
found to be deteriorating faster 
than expected. As a result, the 
retubing of Pickering Units 3 
and 4 will be advanced by 
approximately ten years. 

In September, the CANDU 
reactor located at Rolphton was 
permanently shut down. This 
22-megawatt reactor, owned by 
Atomic Energy of Canada Ltd. 
and operated by Ontario Hydro, 
went into operation in 1962 to 
demonstrate the technical feasi- 
bility of CANDU nuclear gener- 
ation, and to provide Operating 
experience as a basis for the 
design, construction and opera- 
tion of larger CANDU stations. 
Although intended only to 
demonstrate the CANDU con- 
cept, Rolphton contributed 
power to the electricity grid 
for 25 years. 


Ontario Hydro’s CANDU 
units continued to rank among 
the world’s top performing 
reactors. In 1987, seven units 
ranked in the top 15 in lifetime 
performance. 


Nuclear Safety 

Ontario Hydro’s nuclear sta- 
tions are designed and operated 
to protect employees, the public 
and the environment from 
radioactive emissions. 

In over 20 years, more than 
120 million person-hours, of 
Ontario Hydro nuclear plant 
operating experience, there has 
never been an on-the-job fatal- 
ity at an Ontario Hydro nuclear 
generating station, and there 
has never been a radiation 
exposure resulting either in 
measurable injury to an 
employee or in a measurable 
exposure to a member of the 
public. 

In fact, the average annual 
worker radiation exposure 
dropped to 0.4 rem in 1987, 
less than one-tenth of the 
annual exposure permitted for 
any one worker by the Atomic 
Energy Control Board. This 
reduction has taken place in 
spite of the major rehabilitation 
work at Pickering. 


From left to right: Gunny Mentes, 
Wolf Jenkner, Al Christie, Ray Effer, 
Steve Griffiths and Emand El sayed, 


review the blueprints of the water 


intake structure at Darlington, which 
was designed by this team to pre- 


vent fish from entering the system. 
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Another important project 
undertaken by Ontario Hydro 
which also increases worker 
and public safety by helping to 
reduce radiation exposure is the 
tritium removal facility at Dar- 
lington. Designed to enable 
Ontario Hydro to use heavy 
water longer, the tritium 
removal facility will remove 
radioactive hydrogen from the 
heavy water used in the reactor 
systems at Ontario Hydro’s 
nuclear stations. The facility is 
expected to begin operating 
in 1988. 

As an extra safety measure, 
the air and water flowing from 
all nuclear stations are moni- 
tored by Ontario Hydro. Fed- 
eral and provincial agencies 
ensure that concentrations of 


radioactivity are within limits. 


They regularly analyze sur- 
rounding air, precipitation, 
milk, drinking water, algae 
and fish. 

Also in 1987, Ontario Hydro 
participated in the Ontario 
Nuclear Safety Review. In 1986 
the Ontario Energy Minister, 
acting on a recommendation by 
the Select Committee on 
Energy, appointed Professor F. 
Kenneth Hare to undertake the 
Ontario Nuclear Safety Review. 
The Review will report to the 
Minister of Energy early in 
1988 on the safety of the design 
and operating procedures and 
emergency plans associated 
with Ontario Hydro’s CANDU 
nuclear generating plants. 


Employing Highly- 

Qualified Staff 

Ontario Hydro’s nuclear opera- 
tors and supervisors must meet 
high academic and security 
standards. Station control room 
operators receive at least eight 
years of training, followed by a 
series of demanding examina- 
tions set by Ontario Hydro and 


the federal Atomic Energy Con- 


trol Board. After qualifying, 
operators take regular refresher 
training and demonstrate con- 
tinued competence on training 
simulators. 


Transporting Radioactive 
Materials 

Ontario Hydro’s careful packag- 
ing, compliance with legislation 
and regulations, driver/vehicle 
safety program and emergency 
response capabilities assure the 
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safe transportation of radio- 
active materials. 

Since 1963, Ontario Hydro 
has made thousands of ship- 
ments of radioactive material 
over millions of kilometres. 

In that time three vehicular 
accidents have occurred, none 
of which resulted in any radio- 
logical danger to the public or 
the environment. 

In the event of an accident, 
Ontario Hydro uses an indepen- 
dently evaluated emergency re- 
sponse plan which is considered 
a model by Transport Canada. 


Nuclear Fuel Waste 

Fuel bundles from nuclear reac- 
tors are highly radioactive and 
must be kept cool for some 
years after discharge. To achieve 
this, they are stored in water- 
filled pools at each nuclear 
generating station. For more 


than 20 years, this method has 


proven safe, reliable and 
efficient. Because the compact 
fuel bundles require so 

little space for storage, this 
method can be used well into 
the next century. 

Ontario Hydro is working 
with Atomic Energy of Canada 
Limited studying other possible 
short-term and long-term fuel 
storage methods. 


DELIVERING ELECTRICITY 
CAREFULLY 

In addition to producing 
enough electricity to meet the 
province’s requirements, 
Ontario Hydro must be able to 
deliver that electricity where 

it is needed, when it is needed. 
It is crucial to ensure the safety 
of those living near power 
corridors and to minimize 
damage to the surrounding 
natural environment. 


In response to some public 
concerns about electric and 
magnetic fields, Ontario Hydro 
has expanded its activities in 
this area. Based on evidence to 
date, the scientific community 
agrees no public health risk has 
been established. However, 
Ontario Hydro, working with 
other utilities, is developing a 
risk assessment program to con- 
tribute to the resolution of pub- 
lic concerns. Ontario Hydro has 
also compiled a comprehensive 
database of scientific and legal 
information related to electric 
and magnetic field effects. This 
database is used internationally 
by the research community. 

The effect of transmission 
lines on the environment is also 
addressed. When selecting a site 
for the transmission corridor, 
Ontario Hydro’s policy is to 


Ontario Hydro’s nuclear station 
operators undergo a lengthy and 
rigorous training period. Here, from 
bottom-left to centre-right, Kerry 
Arnott, Steve Chornie, Mark Elliott, 
Randy Lockwood and Mike Lee, 
familiarize themselves with the 


control room at Darlington. 


The warm water discharged from 


Pickering Nuclear Generating Sta- 
tion is used by Coolwater Farms 


Inc. to breed fish commercially. 


Nuclear station components and 
systems are tested and inspected 
constantly throughout the life of 
every station. In this photo, one of 
the spray headers inside the 
vacuum building at Bruce is being 


removed for laboratory study. 


As an extra safety precaution, 


Ontario Hydro is developing the 
capability to test the filters in res- 
pirator masks used by nuclear 
workers. Here, Dr. Helen Leung of 
Ontario Hydro’s Research Division 


checks a filter. 


avoid, where possible, recre- 
ational areas, forests, prime agri- 
cultural lands, lakes, rivers and 
streams susceptible to erosion 
problems, scenic areas, water- 
fowl, moose and deer habitats, 
and rare and endangered flora 
and fauna areas. 

Once a transmission corridor 
has been approved by govern- 
ment, Ontario Hydro makes 
every effort to improve the 
aesthetic impact of the lines 
by selecting the transmission 
design most compatible with its 
surroundings, by landscaping, 
and by encouraging beneficial 
secondary uses of the altered 
land, such as parks and garden 
plots. This holds true for trans- 
former stations also. For in- 
stance, in 1987, Ontario Hydro 
completed its reconstruction of 
the Toronto Cecil Transformer 
Station. The exterior of the 
building was renovated to blend 
in better with the neo-Victorian 
architecture of the neighbor- 
hood. Ontario Hydro worked 
with community and City of 
Toronto representatives. 


New Transmission Lines 
During 1987, new major trans- 
mission lines were brought into 
service for the first time in 
nearly five years. East of 
Toronto, the second 500-kilo- 
volt double-circuit line from 
Cherrywood to Bowmanville 
was placed in service in May. 
As part of Ontario Hydro’s acre- 
for-acre reforestation program, it 
donated 60,000 seedlings to the 
Central Lake Ontario Conserva- 
tion Authority to replace trees 
that had to be cut down to 
build the transmission line. Fur- 
ther north, near Thessalon, the 
500-kilovolt single-circuit Han- 
mer-to-Mississagi line was placed 
in service in November. This 
line will operate initially at 
230-kilovolts, 


Plans and approval for major 
new 500-kilovolt transmission 
facilities in southwestern 
Ontario involved extensive 
environmental studies by 
Ontario Hydro. Approval for 
two 500-kilovolt transmission 
lines, one from Bruce Nuclear 
Power Development to a 
new transformer station near 
London, and the other from 
London to Nanticoke Thermal 
Generation Station, was granted 
by the Provincial Cabinet in 
June. Ontario Hydro held public 
information meetings to discuss 
the coming survey, property 
acquisition and construction 
phases of the project with over 
1400 property owners and 
tenants along the route. 

For five years, during and 
after construction, Ontario 
Hydro will monitor soil com- 
paction, crop yield and land loss 
at towers as well as the effect of 
construction on tile drainage. 
Ontario Hydro will also evalu- 
ate the effect of its new narrow- 
base towers designed specifi- 
cally for agricultural lands. 
These new towers use less land 
than other tower designs. 

Ontario Hydro also resumed 
construction in Kanata on the 
Kingston to Ottawa transmis- 
sion line. Work on the line 
stopped after a community 
group made an appeal to the 
Ontario Cabinet to review 
again any possible health 
effects. After considering the 
case, the Cabinet authorized 
Ontario Hydro to proceed with 
its work. 

Ontario Hydro has also 
started its environmental 
studies to determine the best 
locations for future transmission 
facilities west and southwest of 
London to meet the growing 
electricity demand in the Wina- 
sor, Chatham and Sarnia areas. 


Controlling Vegetation with 
Herbicides 

The uncontrolled growth of 
brush and trees on some of 
Ontario Hydro’s 200,000 
hectares of transmission and dis- 
tribution line rights-of-way and 
station sites can cause power 
failures and create a public or 
employee hazard. Therefore, 
the Corporation uses herbi- 
cides, along with some mechan- 
ical and manual methods, to 
control vegetation that may 
grow too close to electrical 
installations. 

Only herbicides registered by 
the federal government and 
approved by the province are 
used by Ontario Hydro. These 
are applied in a selective 
manner so that vegetation not 
posing a problem is preserved. 
Herbicides are used in strict 
accordance with government 
regulations by staff trained in 
their use and supervised by 
employees licensed by the 
Ministry of the Environment. 

In addition to herbicides, 
Ontario Hydro also controls 
vegetation manually, for exam- 
ple, when brush is too high, or 
where environmental condi- 
tions dictate. Landowners are 
also given the option to cut 
vegetation. 

Ontario Hydro is continuing 
to develop and improve tech- 
niques to reduce herbicide use 
through such methods as 
encouraging the natural regen- 
eration of low-growing ground 
cover and the seeding of cover 
crops. 


Taking Care of PCBs 

Since polychlorinated-biphenyls 
(PCBs) were identified in the 
1970s as an environmental 
hazard, no new uses have been 
permitted. Many utilities, 
including Ontario Hydro, still 
use equipment containing PCBs 
as an insulator and fire retardant 
in electrical transformers and 


Up to 30,000 Canada Geese land at 
the Jack Miner Bird Sanctuary in 


Kingsville every year during migra- 
tion. This summer, to protect the 
migrating birds, Ontario Hydro 
buried the distribution line which 


ran parallel to the Sanctuary, 
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capacitors. Handling, storing 
and transporting this material 
safely while it is phased out is a 
priority at Ontario Hydro. 

The Corporation has a num- 
ber of programs under way to 
eliminate its PCB inventory and 
to ensure government regula- 
tions are met. 

During the year, Ontario 
Hydro’s Regions Branch con- 
ducted comprehensive audits of 
its field operations to ensure 
proper practices and procedures 
for the handling, storage, safety 
and record-keeping of PCBs are 
in place. 

In addition to this control 
program, Ontario Hydro devel- 
oped a mobile PCB-decontami- 
nation unit that chemically 
removes low-level PCBs from 
insulating oils so the oils can be 
reused. In August, the Ministry 
of the Environment granted the 


necessary approvals for operat- 
ing this unit, and the first com- 
mercial operation took place in 
October. By year end, 85,000 
litres of contaminated oil, stored 
at an Ontario Hydro site in 
Etobicoke, had been cleaned. 

A second decontamination unit 
has been ordered to expedite 
the clean-up. 


DEMAND MANAGEMENT - 
WORKING WITH THE CUSTOMER 
Ontario Hydro markets electric- 
ity as a reliable, efficient and 
valuable energy form, suited to 
meet customers’ needs in a 
wide variety of applications. At 
the same time, Ontario Hydro’s 
objective is to manage electric- 
ity demands in a way that 
reduces or defers the need for 
new facilities. Demand manage- 
ment, by trying to make the 
best overall use of resources for 
the province, may also be a plus 


for the environment. The less 
electricity that has to be pro- 
duced, the fewer facilities 
required to generate and dis- 
tribute it, thereby diminishing 


associated environmental effects. 


Effective demand manage- 
ment means working with 
customers to reduce waste, 
improve electricity efficiency, 
and develop new uses for elec- 
tricity which represent a benefit 
for the customer and for the 
province. 

Components of Ontario 
Hydro’s demand management 
activities include natural and 
strategic (utility-induced) con- 
servation, parallel generation 
and cogeneration, load shifting 
and time-of-use rates. 


Conservation 

By making the public more 
aware of energy efficiency pro- 
grams and financial incentives, 
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Cogeneration 


Ontario Hydro expects to 
encourage electricity users to 
conserve enough power by the 
year 2000 to reduce demand by 
at least 1000 megawatts. 

One effort to promote more 
efficient use of electricity is the 
energy monitoring program. 
Launched in conjunction with 
the Ministry of Energy in 1986, 
this program offers a system to 
measure more precisely the 
energy consumed by a specific 
portion of an industrial process. 
Fuel savings to the consumer 
are expected to average about 
16 per cent with a typical pay- 
back period of one year. During 
1987, nine companies across 
the province signed up to par- 
ticipate in the program. 


Rate Incentives, Flexible 


Financing 
Rate incentive programs have 
been developed to help pulp 


and paper industries modernize 
their operations. By converting 
to electromechanical pulping, a 
more efficient process that 
streamlines operations and 
results in lower unit cost, com- 
panies can improve product 
quality and reduce pollution 
emission levels. 

Ontario Hydro’s commercial 
and industrial customers can 
also arrange more flexible 
financing for energy efficiency 
improvements. Through the 
EnerMark Business Finance 
Plan, sponsored by Ontario 
Hydro and the Canadian 
Imperial Bank of Commerce, 
most customers can obtain 
100 per cent financing. 


Parallel Generation 

Parallel generation refers to 
electricity generated from 

a private source, not owned 
or operated by Ontario Hydro, 


but connected to its system. 
Ontario Hydro estimates up 

to 1000 megawatts of electrical 
power may be available from 
parallel generation by the 

year 2000. 

At the end of 1987, Ontario 
Hydro was buying close to 26 
megawatts of parallel power 
from 22 parallel generators. In 
1987, Ontario Hydro raised the 
purchase rates to 3.60 cents a 
kilowatt-hour from 3.25 cents 
for capacity factors of 65 per 
cent or higher. 


Cogeneration 

Cogeneration, a form of parallel 
generation, involves the produc- 
tion of heat and electricity from 
a single fuel source. Ontario 
Hydro is encouraging the 
development of cogeneration 
projects in Ontario, particularly 
in the north, to help meet 


To ensure noise from transmission 


lines is within acceptable environ- 
mental limits, Ontario Hydro has 
been studying noise levels under 
different weather conditions for the 
past three years. Here, technologist 
Mike Colbert, takes measurements 
on an autumn morning at the 
Trafalgar test site in Milton. 
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Rather than relocating osprey nests, 
which can weigh up to 30 kilograms, 
Ontario Hydro will, whenever pos- 
sible, widen the cross-piece and 
shift the nest away from the line. 
Here, journey person Bill Curry 
adjusts an osprey nest on a newly 
constructed cross-piece on a distri- 


bution pole near Belleville. 
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The reconstruction of the Cecil 
Transformer Station in downtown 
Toronto was completed in 1987. 
Ontario Hydro worked with repre- 
sentatives from the City and the 
neighbouring community to change 


the exterior of the building. 


Ron Brunstad, Accounting/ Systems 
Supervisor at Volkswagen, and Don 
Fleming (right), Marketing Super- 
visor at Ontario Hydro, discuss 

the energy monitoring system 
recently installed in Volkswagen's 
Barrie plant. The system will help 
lower electricity costs by reducing 


peak energy by up to 15 per cent. 


electricity needs without build- 
ing new facilities. Cogeneration 
now supplies about 500 mega- 
watts of electricity in Ontario. 
In 1987, Ontario Hydro and 
Great Lakes Forest Products 
Limited agreed to develop a 


new cogeneration plant in north- 


western Ontario that will cut 
Ontario Hydro’s requirement 
to supply the company’s future 
energy needs by about 

22 megawatts. 

As well, Ontario Hydro and 
InterCity Gas continue to dis- 
cuss a proposal to build a 75- 
megawatt cogeneration facility 
at Boise Cascade’s Fort Frances 
site. InterCity Gas, the owner of 
the facility, would sell the steam 
it produces to Boise-Cascade 
and the electricity to Ontario 
Hydro. A feasibility study is 
under way now. 


Time-of-Use Rates 

Ontario Hydro, the Municipal 
Electric Association, and the 
Association of Major Power 
Consumers in Ontario have 
agreed on a series of rate 
structure reforms which will 
allow Hydro to track costs 

more equitably and will help 
customers reduce their indi- 
vidual bills by managing their 
own electricity use. After review 
by the Ontario Energy Board, 
these reforms are expected to 
be implemented in 1989. Time- 
of-use rates will be applied ini- 
tially to direct customers and 
large users within municipal 
utilities. Customers will be 
charged for electricity according 
to the time of day and season 
they use it. The rates will reflect 
the costs of providing electricity 
and will be lowest during the 
summer off-peak period and 
highest during the winter peak 
hours. Individual municipal 
utilities will have the option 

of adopting time-of-use rates 

in 1989. 


Related Business Activities 
Ontario Hydro is involved ina 
number of secondary activities 
related to the production of 
electricity. For example, Ontario 
Hydro exports its design, con- 
struction and operating exper- 
tise in the electricity field to 
countries around the world. 

In 1987, the Canadian 
Exporters Association recog- 
nized Ontario Hydro’s New 
Business Ventures Division as 
one of Canada’s outstanding 
exporters. 

During the year, government 
and utility delegates from Brazil 
spent a week at Ontario Hydro 
examining how to incorporate 
environmental considerations 
into the planning and design 
stages. Procedures for develop- 
ing and establishing policies to 
offset the environmental effects 
of an electric utility were also 
studied. In other technological 
areas, Ontario Hydro continued 
its consulting work in Ghana, 
Egypt, Pakistan, Yemen, Kenya 
and several other countries. 
New contracts were signed for 
consulting work with Belize, 
Ethiopia and Zimbabwe. 

The Corporation also sells 
heat energy, in the form of 
steam, for commercial and 
industrial uses. Ontario Hydro is 
participating in the promotion 
of heat energy use at the Bruce 
Energy Centre, an industrial 
park east of the Bruce Nuclear 
Power Development in Bruce 
County. In 1987, Bi-Ax Interna- 
tional Incorporated and Bruce 
Tropical Produce Incorporated, 
both Canadian-owned compa- 
nies, became the first customers 
to build facilities at the Bruce 
Energy Centre. 


OTHER ENERGY OPTIONS 
Ontario Hydro continues to 
explore a broad range of energy 
options, such as fuel cells, fusion 
fuel, municipal solid waste, and 
wind and solar generation. In 


the past several years, Ontario 
Hydro has studied wind and 
solar power in particular, as 
they may prove economical in 
remote locations. 

Because Ontario is one of the 
least windy areas in North 
America, wind generation is not 
practical for most of Ontario. 
However, wind turbines may 
prove to be feasible in remote 
communities where wind cur- 
rents are stronger and elec- 
tricity is generated from more 
costly diesel power plants. 

To test this potential, Ontario 
Hydro installed a 60-kilowatt 
turbine at Fort Severn which 
began producing power in 
1987. 

Sunlight, converted directly 
to electricity through photo- 
voltaic cells, is another potential 
energy resource. Although the 
cost of these cells has decreased 
dramatically over the years, it is 
still too high for all but remote 
applications where it can 
provide an economic alterna- 
tive to expensive diesel power. 
Ontario Hydro has solar-cell test 
facilities north of Atikokan, and 
at the Kortright Conservation 
Centre near Toronto. The most 
recent installation, at Big Trout 
Lake, in northern Ontario, is 
Canada’s largest. Three hundred 
photovoltaic modules produce 
up to 11 kilowatts of power, 
reducing the use of diesel fuel. 


ONTARIO HyDRO’s WORK 
ENVIRONMENT 

Ontario Hydro relies on its staff 
of about 24,000 regular employ- 
ees and 8,000 temporary and 
construction staff to keep the 
province’s large electricity sys- 
tem producing and delivering 
power. 

During the year, Ontario 
Hydro continued to work with 
employees to ensure a satisfying 
work environment. In March, 


Renewable energy options such as 


wind-powered electrical generation 
can play an important role in 
specialized applications. In 1987, 

a wind turbine installed at Fort 
Severn, on Hudson Bay, began pro- 
ducing power to displace some of 
the costly diesel fuel used in the 
local generator. 
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Ontario Hydro and the Ontario 
Hydro Employees’ Union 
reached a landmark voluntary 
three-year collective agreement. 
The Society of Ontario Hydro 
Professional and Administrative 
Employees, another employee 
group representing some 6600 
administrative, supervisory, 
engineering, and other profes- 
sional staff, continued to seek 
certification as a trade union. 

To support the health and 
well-being of its employees, 
Ontario Hydro initiated a pro- 
gram to reduce exposure to 
tobacco smoke at the work- 
place a year ago. In 1987, smok- 
ing was prohibited in the work- 
place at Ontario Hydro’s Head 
Office and Toronto locations. 

The quality of Ontario 
Hydro’s safety programs at its 
construction and operating sites 
was confirmed again in 1987. 
This was the third consecutive 
year there were no on-the-job 
fatalities. 


Affirmative Action 

Ontario Hydro’s provincially 
recognized Affirmative Action 
program continued to encour- 
age the movement of qualified 
women into all major job cate- 
gories. Overall, the representa- 
tion of women increased from 
17.9 per cent of the regular staff 
in 1986 to 19 per cent at the 
end of 1987. The number of 
women on the Executive Salary 
Roll increased from 3.3 per 
cent to 3.4 per cent; in the 
Management and Professional 
category from 8.7 per cent to 


9.7 per cent; and in the Trades, 
Technical and Operators cate- 
gory from 2.8 per cent to 3.6 
per cent. 

Maternity leave benefits 
improved in 1987. Asa result 
of labour negotiations, benefits 
increased to 93 per cent of 
salary for normal maternity 
leave. 

In July, President Bob 
Franklin announced a corporate 
Employment Equity Program 
expanding the mandate of the 
Affirmative Action Program to 
include visible minorities, abo- 
riginal and disabled persons. 


THE PUBLIC ENVIRONMENT 
Ontario Hydro, as a public uti- 
lity, is accountable to the people 
of Ontario. To understand and 
respond to the varying needs 
and expectations of its cus- 
tomers, Ontario Hydro, in addi- 
tion to the daily exchanges 
between employees and the 
public, consults with the people 
of Ontario through formal hear- 
ing bodies, informal consulta- 
tions and tours of and visits to 
facilities. 

This year Ontario Hydro 
spent about 85,000 hours and 
$5 million participating in pub- 
lic hearings before the Ontario 
Energy Board, the Select Com- 
mittee on the Environment, the 
Special Acid Rain Committee of 
the House of Commons, the 
Standing Committee on Energy 
of the House of Commons, the 
Environmental Assessment 
Board, the Federal Ad Hoc 
Committee on Great Lakes 
Water Levels, and the Advisory 
Committee of the Federal Gov- 
ernment’s Energy Options Pro- 
gram. As well, Ontario Hydro 


participated in the Ontario 
Nuclear Safety Review. 

Ontario Hydro works with 
communities and considers the 
effects of its projects and opera- 
tions not only on the natural 
environment, but also on the 
social and community environ- 
ment. Behind every project are 
years of planning with commu- 
nity members to moderate the 
effect of anew Ontario Hydro 
project on the local economy 
and culture, housing markets, 
school systems, leisure facilities 
and so on. While a project is 
under construction or in opera- 
tion, close contact with the com- 
munity is maintained to manage 
related effects. 

To further strengthen public 
representation from every cor- 
ner of the province, in 1987, 
the Ontario government 
appointed six individuals from 
northern Ontario to form 
a special advisory committee 
to provide northern Ontario 
residents with direct input into 
Ontario Hydro’s decisions. The 
committee will deal with all 
aspects of Ontario Hydro’s oper- 
ations in northern Ontario, and 
make recommendations to 
the Ontario Hydro Board of 
Directors. 

In less formal settings, more 
than 100,000 people visited 
Ontario Hydro’s nine informa- 
tion centres located across 
Ontario. And Ontario Hydro 
Speakers’ Bureau arranged 
511 speaking engagements to 
community, business and 
service groups throughout the 
province. 


FINANCIAL SECTION 


FINANCIAL REVIEW OF ONTARIO HYDRO for the year ended December 31, 1987 


FINANCIAL HIGHLIGHTS 


Ontario Hydro’s activities con- 
tinue to be directed at achieving 
its primary purpose of providing 
the customers of Ontario with 
electricity at the lowest feasible 
cost over the long term consis- 
tent with high safety and qual- 
ity of service standards. To 
accomplish this, Ontario Hydro 
encourages the effective use of 
resources and emphasizes pro- 
ductivity improvements and 
cost control. 

Ontario Hydro’s total 
revenues for 1987 amounted to 
$5,280 million, $427 million 
higher than in 1986. Approxi- 
mately $232 million of this 
increase came from a greater 
volume of electricity sales, and 
$195 million from the 1987 rate 
increase. Total operating costs 
for 1987, including financing 
charges, amounted to $5,009 

~ million, an increase of $403 
million over 1986. This increase 
was primarily due to higher fuel 
costs and higher operating and 
maintenance costs. The net 
income for 1987 was $271 mil- 
lion compared with $247 mil- 
lion for 1986. 

Cash provided from opera- 
tions and available for invest- 
ment in fixed assets was $1,204 
million for 1987. The capital 
expenditures for investment in 
fixed assets during 1987 
amounted to $2,524 million. 
This represents a decline over 
the period 1983 through 1987 as 
a result of the decrease in the 
level of construction activity. 


RESULTS OF OPERATIONS 


Revenues 
Primary revenues for 1987 
amounted to $5,084 million, an 
increase of $479 million or 10.4 
per cent as compared with 
1986. Electricity sales to munici- 
pal utilities, rural retail and 
direct industrial customers 
totalled 120,218 million kilo- 
watt-hours. The overall growth 
rate in the volume of primary 
energy sales was 4.8 per cent 
for 1987, reflecting the effect of 
continued economic growth in 
the Province of Ontario and 
weather related factors. In 1987, 
electricity sales to municipal 
utilities and direct industrial cus- 
tomers grew more strongly 
than sales to rural retail cus- 
tomers. The chart provides the 
energy consumption by major 
customer category and an esti- 
mate of the energy consumed 
by market sector. The overall 
growth rate for 1987 was gener- 
ally consistent with the average 
annual growth rate of 4.6 per 
cent over the last five years. 
The 1987 electricity rates for 
primary customers increased 
5.5 per cent on average. The 
average increases for municipal 
utilities, rural retail and direct 
industrial customers were 5.2 
per cent, 6.6 per cent and 5.6 
per cent, respectively. The rural 
rate increase takes into account 
$91 million in assistance pro- 
vided by all electricity con- 
sumers in the province to reduce 
the electricity bills of year-round 
rural residential customers. 
Secondary revenues for 1987, 
mainly from sales of electricity 
to United States utilities, 
amounted to $196 million. 


Compared with 1986, this rep- 
resents a decrease of $52 mil- 
lion or 21.0 per cent. This 
decrease reflects a shift in the 
pattern of secondary sales from 
relatively higher-priced firm 
contract sales to interruptible, 
non-firm sales. In addition, this 
decrease is due to a more com- 
petitive export market as a 
result of-lower oil prices for U.S. 
electric utilities which makes 
imports less attractive for them. 
Over the last five years, 
Ontario Hydro has sold to U.S. 
utilities approximately 43,595 
million kilowatt-hours of elec- 
tricity beyond the requirements 
of its customers in Ontario and 
has earned approximately 
$1,665 million in secondary rev- 
enues. The net benefit to 
Ontario customers was 
$634 million for the period 
1983 through 1987, and 
$61 million in 1987. This benefit 
helped Ontario Hydro to keep 
electricity rates lower for 
Ontario customers. 


Major Electricity Production 
Resources 

Ontario Hydro responds 
instantly and efficiently to the 
energy demands of its cus- 
tomers by supplying electricity 
froma number of different 
sources. Hydraulic generating 
stations, which are relatively 
inexpensive to operate, have 
traditionally provided a major 
part of the electricity energy 
generated by Ontario Hydro. 
With most major accessible sites 
in the province already devel- 
oped, hydraulic generation, as a 
percentage of total generation, 
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has gradually decreased over 
the past few years. On the 
other hand, the Corporation has 
increased its emphasis on 
nuclear generation. This empha- 
sis is part of Ontario Hydro’s 
acid gas emission reduction 
efforts. The other major source 
of generation of electricity is 
fossil generation. The increased 
nuclear generating capacity 
reduces the need to operate 
coal-fired generating units 
which have higher fuelling 
costs. However, the fossil- 
fuelled units will continue to be 
required during periods of 
higher demand, when demand - 
cannot be satisfied by less 
expensive generation. The elec- 
tricity production resources for 
the period 1983 through 1987, 
illustrating the changes in vol- 
ume and generation mix, are 
shown in the chart. The annual 
average cost per kilowatt-hour 
of energy by the major generat- 
ing sources are shown in the 
Five-Year Summary of Financial 
and Operating Statistics. 


Fuel and Fuel-related Costs 
In 1987, fuel and related costs 
such as water rentals, power 
purchased, and the nuclear 
agreement-payback were 20.1 
per cent higher than in 1986. 
Ontario Hydro’s nuclear sta- 
tions supplied 47.5 per cent of 
the total energy to the system 
in 1987, Hydraulic stations sup- 
plied 23.8 per cent and fossil- 
fuelled generation provided 
23.9 per cent. Purchases of 


power from interconnected util- 
ities provided the remaining 4.8 
per cent. In 1986, electric 
energy from nuclear generation, 
hydraulic generation and fossil- 
fuelled generation supplied 46.0 
per cent, 29.4 per cent and 18.9 
per cent, respectively, of the 
total energy to the system. 

The 1987 fuel costs for coal, 
uranium, and oil amounted to 
$1,124 million, an increase of 
20.5 per cent over 1986. This 
increase is primarily due to 
higher coal costs associated 
with the increased level of elec- 
tricity generated by coal-fired 
stations. This increased coal- 
fired generation is mainly 
attributable to a decrease in the 
availability of lower cost 
hydraulic generation as a result 
of lower than normal precipita- 
tion. The increase in fuel costs 
is also due to a higher level of 
energy demand. 

The payments Ontario 
Hydro makes primarily to the 
Province of Ontario for the use 
of provincial waters in its 
hydraulic plants amounted to 
$90 million in 1987, a decrease 
of $1 million over 1986. This 
reflects the effect of the 
decrease in hydraulic genera- 
tion in 1987 compared with 
1986, offset by the impact of the 
increase in water rental rates. 

Electricity purchased from 
neighbouring utilities amounted 
to $117 million in 1987, a 
decrease of $11 million over 
1986. These purchases are gen- 
erally made during periods of 
peak demand or emergency sit- 
uations so as to maintain a reli- 
able supply of electricity. 


In 1983, units 1 and 2 of the 
Pickering Nuclear Generating 
Station were taken out of opera- 
tion to replace existing pressure 
tubes. Unit 1 has returned to 
operation in October 1987 and 
unit 2 is expected to return to 
operation in 1988. The mainte- 
nance and overhead costs dur- 
ing the shutdown period have 
been included in the payback 
calculation according to the 
Pickering Payback Agreement. 
As a result, Ontario Hydro was 
able to reduce its 1987 and 1986 
operating costs by $23 million 
and $63 million respectively, 
which represents the amount to 
be offset against future amounts 
payable by Ontario Hydro to 
Atomic Energy of Canada Limi- 
ted and the Province of Ontario, 
the other two parties to this 
agreement. 


Operation, Maintenance and 
Administration 

The costs associated with the 
operation, maintenance and 
administration of the Corpora- 
tion in 1987 were $1,150 mil- 
lion, an increase of $136 million 
over 1986. This increase of 13.4 
per cent is primarily related to 
placing new facilities in service, 
and cost escalation in labour 
and other costs. The in-service 
capacity of the generation sys- 
tem grew about 3 per cent 
or 837 megawatts in 1987, 
reflecting the addition of one 
nuclear generating unit. The 
transmission and distribution 
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system work-load also grew in 
1987, as reflected in an increase 
of approximately 3 per cent in 
the number of customers and 
an increase of about 1 per cent 
in the kilometres of rural lines 
maintained. The chart shows 
the operation, maintenance and 
administration costs by major 
activity for the period 1983 
through 1987. 


Depreciation 

The depreciation charged to 
operations totalled $723 million 
in 1987, $18 million or 2.6 per 
cent higher than in 1986. Con- 
tributing to this increase were 
the additional facilities placed in 
service, including Bruce unit 8, 
and the full year’s impact of 
Pickering unit 8 and Bruce unit 
7, partially offset by the effect of 
a lower provision for fuel chan- 
nel removal costs in 1987. The 
decrease in this provision is due 
primarily to a reduction in the 
estimated fuel channel removal 
costs for Pickering units 1 and 2, 
which has now been substan- 
tially completed. 


Financing Charges 

Financing charges are com- 
prised of interest and foreign 
exchange costs. Interest charged 
to operations represents the 

~ total cost of borrowing less 
interest capitalized. This is 
designed to effect a proper allo- 
cation of costs between current 
and future customers. Foreign 
exchange mainly represents the 
amortization of gains or losses 
on the principal amount of for- 
eign debt. 


Gross interest costs for 1987 
amounted to $2,744 million, an 
increase of $60 million or 2.2 
per cent as compared with 
1986. The primary reason for 
this increase is related to the 
additional funds borrowed dur- 
ing the year to finance the 
construction of new generating 
stations which are needed to 
meet future demand. This 
increase was partially offset by 
the effect of a stronger Cana- 
dian dollar relative to the 
United States dollar on foreign 
currency interest payments, as 
well as the effect of refinancing 
debt that matured during the 
year at lower interest rates. 

Interest charged to opera- 
tions amounted to $1,702 mil- 
lion in 1987, $117 million or 7.4 
per cent higher than in 1986. 
The increase resulted primarily 
from placing an additional 
nuclear generating unit in ser- 
vice in 1987, and the full year’s 
impact of units placed in service 
in 1986. The in-service date is 
the time from which interest is 
no longer capitalized and is 
charged to operations. 

Foreign exchange costs 
amounted to $126 million in 
1987, a decrease of $87 million 
or 40.8 per cent over 1986. The 
primary factor contributing to 
the decrease in foreign 


exchange costs was the effect of 


the rise in value of the Cana- 
dian dollar relative to the 
United States dollar 


Net Income,Financial 
Indicators 

Ontario Hydro earned a net 
income of $271 million in 1987, 
compared with $247 million in 
1986. Ontario Hydro’s main 
financial indicators are the debt, 


cash flow coverage and interest 
coverage ratios. The debt ratio 
at the end of 1987 was .836 as 
compared to the 1986 ratio of 
.835. The cash flow coverage 
for 1987 was 1.08, the highest 
level since 1981. The level of 
interest coverage for 1987 and 
1986 were 1.10 and 1.09 respec- 
tively. The financial position of 
the Corporation remains strong. 


CAPITAL EXPENDITURES AND 
FINANCING 


Investment in Fixed Assets 
Ontario Hydro invests in fixed 
assets to meet expected growth 
in the demand for electricity, to 
replace existing assets with facil- 
ities that are more economical, 
and to meet regulatory require- 
ments. The total assets of the 
Corporation at the end of 1987 
were $32,657 million and of 
this amount, about 86 per cent 
consists of fixed assets in service 
and under construction. This 
relatively high percentage 
reflects the capital-intensive 
nature of Ontario Hydro’s 
business. 

The investment in fixed 
assets during 1987 was $2,524 
million. A major portion of the 
1987 capital expenditures went 
toward the construction of new 
generating facilities. In addition, 
the 1987 capital expenditures 
reflect the continued emphasis 
being placed on investment in 
transmission and distribution 
facilities to improve the quality 
and reliability of service. 


OPERATION, MAINTENANCE AND 
ADMINISTRATION 
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The expenditures on major 
capital projects under construct- 
ion during 1987 and 1986 were: 


1987 1986 


millions of dollars 


Nuclear Generation 


Darlington 1;282- 1,131 


Bruce 145 279 

Pickering 24 34 
Generating 

Facilities 1,451 1,444 
Transmission and 

Distribution 495 422 


Ontario Hydro placed in service 
unit 8 at Bruce in May, 1987, at 
a total cost of $1,633 million, 
including $308 million for 
heavy water. In addition, two 
500-kilovolt transmission lines 
in the northeastern and south- 
eastern regions of the Province 
of Ontario were placed in ser- 
vice in 1987 at a total cost of 
$129 million. 

There has been a modest 
decline in the annual invest- 
ment in fixed assets from 
$2,746 million in 1983 to 
$2,524 million in 1987, as the 
major generating projects are 
completed. The expenditures 
for investment in fixed assets 
for the period 1983 through 
1987 are shown in the chart. 


Financing 

Cash required by Ontario 
Hydro to finance the invest- 
ment in fixed assets is provided 
from two major sources: cash 
provided from operations and 
cash from external borrowings. 
For 1987, cash provided from 
operations and cash from 
financing were $1,204 million 
and $1,330 million respectively. 
Cash from borrowings repre- 
sents the amount of cash pro- 
vided from the issuance of long- 
term debt and the increase in 
the level of short-term notes 
payable issued for debt manage- 
ment purposes, less the amount 
of cash used to retire long- 

term debt. 

The proceeds from the issue 
of bonds sold to the public by 
Ontario Hydro during 1987 
amounted to $1,585 million, 
and the proceeds from the issue 
of bonds to the Province of 
Ontario with respect to Canada 
Pension Plan funds provided a 
further $302 million. These pro- 
ceeds were from eight Cana- 
dian issues with an average cou- 
pon interest rate of 9.6 per cent 
for an average term of 8.0 years. 
For the same period in 1986, 
the average coupon interest rate 
and the average term of new 
debt issued were 9.2 per cent 
and 8.1 years respectively. In 


addition, proceeds of $397 mil- 
lion were received from the 
issuance of long-term notes. 
Ontario Hydro also issues float- 
ing rate short-term notes, with 
terms to maturity of less than 
one year, as part of its debt 
management activities. In 1987, 
the level of short-term notes 
payable issued for debt manage- 
ment purposes increased by 
$250 million. 

Cash provided from financ- 
ing from 1983 through 1987 is 
shown in the chart. The princi- 
pal markets Ontario Hydro has 
operated in are the Canadian, 
United States, and Eurodollar 
public markets. Financing activi- 
ties for 1987, were met entirely 
from the Canadian market and 
from Canada Pension Plan 
funds to minimize foreign 
exchange exposure. 

Cash amounting to $1,096 
million was used to retire 
maturing long-term debt in 
1987, compared with $321 mil- 
lion in 1986. In addition, during 
1987, cash amounting to $108 
million was used to redeem 
debt prior to maturity, compared 
with $353 million in 1986. 


INVESTMENT IN FIXED ASSETS 
DURING THE YEAR 
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CASH PROVIDED FROM FINANCING 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The accompanying financial statements have been prepared in 
accordance with accounting principles generally accepted in Canada. 
Such principles, except for the change in the accounting policy for 
pension costs as described under “Pension plan” and in note 14 to the 
financial statements, have been applied on a basis consistent with that 
of the preceding year. The significant accounting policies followed by 
Ontario Hydro are described below. 


Rate setting 

Ontario Hydro has broad powers to generate, supply and deliver 
electric power throughout the Province of Ontario. The Corporation 
operates under the Power Corporation Act and is subject to 
provisions of the Ontario Energy Board Act. 

Under the provisions of the Power Corporation Act, the price 
payable by customers for power is the cost of supplying the power. 
Such cost is defined in the Act to include the cost of operating and 
maintaining the system, depreciation, interest, and the amounts 
appropriated for debt retirement and stabilization of rates and 
contingencies. The debt retirement appropriation is the amount 
required under the Act to accumulate on a sinking fund basis over 40 
years a sum equal to the debt incurred for the cost of the fixed assets 
in service. The appropriation for, or withdrawal from, the stabiliza- 
tion of rates and contingencies reserve is an amount established to 
maintain a sound financial position and to stabilize the effect of cost 
fluctuations. 

Under the provisions of the Ontario Energy Board Act, a public 
hearing before the Ontario Energy Board is required in respect of any 
changes in electricity rates proposed by Ontario Hydro which affect 
its municipal utilities, direct industrial customers, or, if the Minister of 
Energy so directs, rural retail customers. The Ontario Energy Board 
_. Submits its recommendations to the Minister of Energy. After 

_ considering the recommendations of the Ontario Energy Board, the 
Board of Directors of Ontario Hydro, under the authority of the 
Power Corporation Act, establishes the electricity rates to be charged 
to customers. 

If the Board of Directors specifies a certain cost or gain is to be 
included in future electricity rates that, in accordance with the 
accounting policies summarized below, would be charged or credited 
to operations in the current year, then this cost or gain is deferred and 
amortized to future operations on a basis consistent with its inclusion 
in rates. 


Fixed assets 

Fixed assets in service include operating facilities and non-operating 
reserve facilities. Construction in progress includes fixed assets under 
construction and heavy water held for use in nuclear generating 
stations under construction. 

Fixed assets are capitalized at cost which comprises material, 
labour, engineering costs, and the costs of training initial operating 
Staff for new facilities as well as overheads, depreciation on service 
equipment, and interest applicable to capital construction activities. In 
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the case of generation facilities, the cost also includes the net cost of 
commissioning, and for nuclear generation, the cost of heavy water. 
The net cost of commissioning is the cost of Start-up less the value 
attributed to energy produced by generation facilities during their 
commissioning period. The cost of heavy water comprises the direct 
cost of production and applicable overheads, as well as interest and 
depreciation on the heavy water production facilities and the 
estimated removal costs of these facilities. For multi-unit facilities, a 
proportionate share of the cost of common facilities is placed in 
service with each major operating unit. Leases which transfer the 
benefits and risks of ownership of assets to Ontario Hydro are 
capitalized. 

Interest is capitalized on construction in progress at rates (1987 — 
11.4 per cent, 1986-12.9 per cent) which approximate the average 
cost of long-term funds borrowed in the years in which expenditures 
have been made for fixed assets under construction. If the construc- 
tion period of a project is extended and the construction activities are 
continued, interest is capitalized during the period of extension 
provided that the project has a reasonable expectation of being 
completed. 

If a project is cancelled or deferred indefinitely with a low 
probability of construction being resumed, all costs including the costs 
of cancellation are written off to operations. 

If fixed assets are removed from operations and mothballed for 
future use, termed non-operating reserve facilities, the costs of 
mothballing are charged to operations. 


Depreciation 
The capital costs of fixed assets in service are depreciated ona 
straight-line basis. Depreciation rates for the various classes of assets 
are based on their estimated service lives. Major components of 
generating stations are depreciated over the lesser of the service life 
expectancy of the component or the remaining service life of the 
associated generating station. 

The estimated service lives of assets in the major classes are: 


a ee ee Se et 


Generating stations — hydraulic — 65 to 100 years 
— fossil — 30 to 35 years 
— nuclear — 40 years 


— over the period ending 


in the year 2040 
Transmission and distribution facilities — 20 to 55 years 
Heavy water production facilities — 20 years 
Administration and service facilities —5 to 60 years 
pe Nes Re are ail SR NEA Cr SE TE ACN MIN SEAL SPS ago Se 


Heavy water 
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In accordance with group depreciation practices, for normal retire- 
ments the cost of fixed assets retired is charged to accumulated 
depreciation with no gain or loss being reflected in operations. 
However, gains and losses on sales of fixed assets, and losses on 
premature retirements are charged to operations in the year incurred 
as adjustments to depreciation expense. 

When the costs of removal less residual value, termed removal 
costs, on retirements of fixed assets can be reasonably estimated and 
are significant, provisions for these costs, except for those related to 
heavy water production facilities, are charged to depreciation 
expense on an annuity basis over the remaining service life of the 
related fixed assets. For heavy water production facilities, provisions 
for removal costs are charged to heavy water production costs on a 
straight-line basis over the remaining service life of the related 
facilities. Other removal costs are charged to depreciation expense as 
incurred. Removal costs include the estimated costs of decommis- 
sioning nuclear stations and heavy water production facilities, and the 
estimated costs of removing certain nuclear reactor fuel channels. 

The estimated service lives of fixed assets and the significant 
assumptions underlying the estimates of fixed asset removal costs are 
subject to periodic review. Any changes arising out of such a review 
are implemented on a remaining service life basis from the year the 
changes can be first reflected in electricity rates. 

Non-operating reserve facilities are amortized so that any estimated 
loss in value is charged to depreciation expense on a straight-line basis 
over their expected non-operating period. 


Unamortized advances for fuel supplies 

As part of its program to ensure the adequate supply of fuels for its 
generating stations, Ontario Hydro has entered into long-term fuel 
supply contracts. Where these contracts require Ontario Hydro to 
make payments for pre-production costs to suppliers in advance of 
the fuel delivery, these payments and associated costs, including 
interest, are carried in the accounts as unamortized advances for fuel 
supplies. The advances are amortized to fuel inventory as the fuels 
are delivered. 
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Fuel for electric generation 

Fuel used for electric generation comprises the average inventory 
costs of fuel consumed, charges for commissioning energy produced, 
and provisions for disposal of nuclear fuel irradiated during the 
period. The inventory cost of fuel consumed comprises fuel pur- 
chases, transportation and handling costs, and the amortization of 
advances for fuel supplies. Transportation costs include charges for 
interest and depreciation on railway equipment owned by Ontario 
Hydro. The charges for commissioning energy produced during the 
period represent the incremental operating and fuel costs of produc- 
ing the same quantity of energy at generating units displaced because 
of the commissioning activity. The costs for disposal of nuclear fuel 
irradiated in each period are charged to operations based on 
estimated future expenditures and interest accumulating to the 
estimated date of disposal. Estimates of expenditures, interest and 
escalation rates, and the date of disposal are subject to periodic 
review. Adjustments resulting from changes in estimates are charged 
to operations on an annuity basis over the period from the year the 
changes can be first reflected in electricity rates to the estimated 
in-service date of the disposal facility. 


Foreign currency translation 

Current monetary assets and liabilities in foreign currencies are 
translated to Canadian currency at year-end rates of exchange and 
the resultant exchange gains or losses are credited or charged to 
operations. Long-term debt payable in foreign currencies is translated 
to Canadian currency at year-end rates of exchange. Resulting 
unrealized exchange gains or losses are deferred and included in 
unamortized debt costs, and are amortized to operations on an 
annuity basis over the remaining life of the related debt. 

Foreign exchange gains or losses on hedges of long-term debt 
payable in foreign currencies are deferred and included in unamor- 
tized debt costs. The deferred gains or losses related to principal 
payments are amortized to operations on an annuity basis over the 
remaining period through to the year in which the hedged principal 
payments are due. The deferred gains or losses related to interest 
payments are credited or charged to operations in the year in which 
the hedged interest payments are due. 

Foreign exchange gains or losses on early redemption of long- 
term debt are deferred and included in unamortized debt costs if the 
exposure in the foreign currency related to the redeemed debt is 
not reduced as'a result of the refinancing of the redeemed debt in the 
same currency. These deferred gains or losses are amortized on an 
annuity basis over the period to the original maturity date of the 
redeemed debt. If the foreign currency exposure is reduced as a result — 
of the early redemption of debt, the resulting foreign exchange gains 
or losses related to the redeemed debt are credited or charged to 
operations. 


Unamortized debt costs 

Unamortized debt costs include the unamortized amounts related 

to unrealized foreign exchange gains or losses resulting from the 
translation of foreign currency long-term debt, foreign exchange gains 
or losses on hedges, foreign exchange gains or losses on the early 
redemption of longterm debt, discounts or premiums arising from the 
issuance of debt or the acquisition of debt prior to maturity, and 
discounts or premiums accrued on foreign currency hedges. 

Debt discounts or premiums arising from the issuance of debt are 
amortized over the period to maturity of the debt. Discounts or 
premiums on debt acquired prior to the date of maturity are 
amortized over the period from the acquisition date to the original 
maturity date of the debt. Discounts or premiums on foreign currency 
hedges are credited or charged to operations over the terms of the 
individual hedges. 


Nuclear agreement -— Pickering units 1 and 2 
Ontario Hydro, Atomic Energy of Canada Limited and the Province 
of Ontario are parties to a joint undertaking for the construction and 
operation of units 1 and 2 of Pickering Nuclear Generating Station, 
with ownership of these units being vested in Ontario Hydro. 
Contributions to the capital cost by Atomic Energy of Canada Limited 
and the Province of Ontario amounted to $258 million and these 
have been deducted in arriving at the value of fixed assets in service 
in respect of Pickering units | and 2. Ontario Hydro is required to 
make monthly payments until the year 2003 to each of the parties in 
_ proportion to their capital contributions. These payments, termed 
“payback”; represent in a broad sense the net operational advantage 
of having the power generated by Pickering units | and 2 as 
compared with coal-fired units similar to Lambton units | and 2. 
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Pension plan 

The pension plan is a contributory, defined benefit plan covering all 
regular employees of Ontario Hydro. Ontario Hydro is responsible for 
all deficiencies and surpluses in the pension plan. 

Effective January 1, 1987, Ontario Hydro implemented the new 
recommendations of the Canadian Institute of Chartered Accountants 
with respect to:pension costs and obligations. Accordingly, pension 
costs for accounting purposes are actuarially determined based on the 
assumptions that reflect management’s best estimate of the effect of 
future events on the actuarial present value of accrued pension 
benefits, and the valuation of pension plan assets using a five-year 
market value average. Pension plan surpluses and deficiencies are 
amortized on an annuity basis over the expected average remaining 
period of service of the employees covered by Ontario Hydro’s 
pension plan. 

Prior to January 1, 1987, pension costs were actuarially determined 
based on assumptions used for funding purposes. Any net unfunded 
liability arising from past service obligations was amortized up to 
fifteen years. All other net unfunded liabilities or net surpluses were 
amortized up to five years. 


Research and development 

Research and development costs are charged to operations in the year 
incurred, except for those related directly to the design or construction 
of a specific capital facility which are capitalized as part of the facility. 
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of Ontario Hydro are the 
responsibility of management and have been prepared in accordance 
with accounting principles generally accepted in Canada. Such 
principles, except for the change in the accounting policy for pension 
costs as described in the accompanying Summary. of Significant 
Accounting Policies and in note 14 to the financial statements, have 
been applied on a basis consistent with that of the preceding year. 
The significant accounting policies followed by Ontario Hydro are 
described in the Summary of Significant Accounting Policies. The 
preparation of financial statements necessarily involves the use of 
estimates based on management’s judgement, particularly when 
transactions affecting the current accounting period cannot be 
finalized with certainty until future periods. The financial statements 
have been properly prepared within reasonable limits of materiality 
and in light of information available up to March 14, 1988. The 
information presented elsewhere in the Annual Report is consistent 
with that in the financial statements. 

Management maintains a system of internal controls designed to 
provide reasonable assurance that the assets are safeguarded and that 
reliable financial information is available on a timely basis. The 
system includes formal policies and procedures and an organizational 
structure that provides for appropriate delegation of authority and 
segregation of responsibilities. An internal audit function indepen- 
dently evaluates the effectiveness of these internal controls on an 
ongoing basis and reports its findings to management and to the Audit 
Committee of the Board of Directors. 

The financial statements have been examined by Clarkson 
Gordon, independent external auditors appointed by the Lieutenant 


_ Governor in Council of Ontario. The external auditors’ responsibility 


AUDITORS’ REPORT 


To the Board of Directors of Ontario Hydro: 
We have examined the statement of financial position of Ontario 
Hydro as at December 31, 1987 and the statements of operations, 
equities accumulated through debt retirement appropriations, reserve 
for stabilization of rates and contingencies and source of cash used for 
investment in fixed assets for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 

In our opinion, these financial statements present fairly the 
financial position of Ontario Hydro as at December 31, 1987 and the 
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is to express their opinion on whether the financial statements are 
fairly presented in accordance with generally accepted accounting 
principles. The Auditors’ Report, which appears below, outlines the 
scope of their examination and their opinion. 

The Board of Directors, through the Audit Committee, is respon- 
sible for ensuring that management fulfills its responsibilities for 
financial reporting and internal controls. The Audit Committee meets 
periodically with management, the internal auditors and the external 
auditors to satisfy itself that each group has properly discharged its 
respective responsibility, and to review the financial statements 
before recommending approval by the Board of Directors. The 
external auditors have direct and full access to the Audit Committee, 
with and without the presence of management, to discuss their audit 
and their findings as to the integrity of Ontario Hydro’s financial 
reporting and the effectiveness of the system of internal controls. 


On behalf of Management 


hi dale Epi 


Chairman and President Executive Vice-President, 


Finance and Planning 


Toronto, Canada, 
March 14, 1988. 


results of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles. Further, in our opinion, such principles, except for the 
change in the accounting policy for pension costs as described in the 
Summary of Significant Accounting Policies and in note 14 to the 
financial statements, have been applied on a basis consistent with that 
of the preceding year. 


CLARKSON GORDON 
Chartered Accountants 


Toronto, Canada, 
March 14, 1988. 


STATEMENT OF OPERATIONS 


for the year ended December 31, 1987 


Revenues 
Primary power and energy 


Municipat-utilitiess 3 sb el ee. 


Costs 

Operation, maintenance and administration 
Fuel used for electric generation......... 
Waterrentals (mote:2) vs Soe ic sacar. 


NCUINCOME scl iteea dele ee eke 


Appropriation for (withdrawal from): 
POE TeLTEMEN re nica ele oe ute ee 


Se TAS Oe SCOP SL AEA ci Sal 07,915), 8. 61.5" en 9's0i <a igel Bis, eile rane” stad lelne\ cyte) t's Nev et by als atte 


Sie e hee Ot SSS) Sy19sK9, 0828 OTR yererre shiveire ya Na kau gma, NE ie else Mey eda aig’, \endl Gr ee Op ois 07 ate 


aS Ee wie 1G Ra A eNO Le Me come! a\ier ¢heherlene Mere, hw rte haa eriel ie les eita) eihal e.te,i'eh of Sundin wath 
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Ps RES hates, 2 (8 Ke 0/3050, # eLia) Cee ie yet pte emg iol Shot CP Ata oe We US assis) heiib. tol eneeicn ee 


Bee Te Oe ee Pus at eee oe ey poe Tie wtaeh 6/808 0) ae Mertah dea Tevtelig (nite CeLteiiece yey eee, ected tare ce 


SIN ike sini r eee Riera el, 0 ho ocr MeN a\n'b nial lop im Ledeen erie! @. ee en ee UO naie “eaieniel te Neteltet om el al at Bicorte 
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See accompanying summary of significant accounting policies and notes to financial statements. 
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1987 1986 
millions of dollars 


3,441 3,116 
968 885 
675 604 

5,084 4,605 
196 248 
5,280 4,853 
1,150 1,014 
1,124 933 
90 91 
117 128 
(23) (63) 
723 705 
3,181 2,808 
2,099 2,045 
1,702 1,585 
126 213 
1,828 1,798 
271 247 
319 292 
(48) (45) 
271 247 
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STATEMENT OF FINANCIAL POSITION ONTARIO HYDRO 


a 


as at December 31, 1987 1987 1986 
millions of dollars 


Assets 

Fixed assets (note 7) 

Bicedt astestet iin SAVViCS er. ba os che, oe andes aes eg doa dee eee ale a RO ae Bree ET ses a tne 25,788 23,312 

Less. accumulated depreciation. oci5. ua eee jad fw ao amie tin iguale age fe wietns pidleiae OR ah. Rtem Pinte Siete 5,581 4,946 
20,207 18,366 

Construction in progress. cas cv os og aa ene Wie eben e diegee se ws ine ofa le nla gh ahaa nd emacs 7,779 EY 
27,986 26,103 


Current assets 


Cash ‘and temporary investments’: yi. 00. Wile et octets mel diereen ad pte Ev aie atin wren ace NE Pe gah 0 che we 215 285 
"ACCOUPTS FECOIVADIC 55) de soe acre asa ans eee, MEO war edict Aes pye acne eesti EMA caer aaah IRL aces be elegy em Sinbiar Be 584 543 
Fuel for electric generation (note 8)... 6... eee cece ee et ee ne eee tte tees 1,039 1,065 
Materials arid Supplies, at cost #55. tiie sgh wk Wee cee Eee ceminegtin ces oo cay Rie eee mma gaietare 4 287 281 
BAZS 2,174 
Other assets 
Wnatiortized debtcosts: oe <a isc ke eee ae om A tale pe gale te ey aces wk baits We an baa ee 940 1,597 
Unamortized advances for fuel supplies (note 9)... ee ee cee eee eee ees LIE 884 
Unamortized deferred costs (note 10). 5.2. NS eS Ra ian ol tigers aS ee le 473 283 
Long-term accounts receivable and other assets... 6.6... sete sees eee eee ene tees 356 316 
2,546 3,080 
32,657 31,357, 


See accompanying summary of significant accounting policies and notes to financial statements. 
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1987 1986 
millions of dollars 
Liabilities 
Longer debt alte, Mi yar sc’ Miaghiat: tain ee elan foe aaah pean apie ihe Wad Gig, Dia ea i 23,862 23,494 
Current liabilities 
mccounts payable and-acchued chatoees vat ee ey hy foe ig erie ee Mas Sine oS Sa 624 473 
Shorter NOles PayaDleN xv is kwiane VDE Rs wid Cakes eA Ne le ne ee 502 255 
PICEPOC ICT CSC Traian tire ve leat iia SAGER Et Nalini oe es ae Panne ga Ne Soin 705 742 
Long-term debt payable ‘within oneyear.: 1.2 cox ASA A Sa Pe a i aS. 1,202 1,076 
3,033 2,546 
Other liabilities 
Long-term accounts payable and acctued charges 0s ue Se 2 Re we 183 136 
Accrued fixed asset removal and 
ivadisied Tiveb disposal costs (hate 12): 1.5: cea vase pokes sce Pe ec ae tae pte ee ON, 617 490 
800 626 
Contingencies (notes 9, 10. and 14) 
Equity 
Equities accumulated through debt retirement apprapriations 65) oct er et oe 7 3,229 2,910 
Reserve for stabilization of rates and EQIMIASCNOIES Voce ae ease: phlces ers Pa taat Rede ee a eee 1,606 1,654 
Contributions from the Province of Ontario as 
donistance dOr Tural CONSHUCHON 1k CxS ada hey Patios ck Phe OL hh, Oh to SO a 127 127 
4,962 4,691 
32,657 SE357 
On behalf of the Board 


Ki does 


Chairman and President 


Toronto, Canada, 
March 14, 1988. 


Vice-Chairman 
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STATEMENT OF EQUITIES ACCUMULATED ONTARIO HYDRO 
THROUGH DEBT RETIREMENT APPROPRIATIONS 


Se Ee SS EE 


for the year ended December 31, 1987 Power District 
(Rural Retail and 
Municipal __ Direct Industrial Totals 
Utilities Customers) 1987 1986 
woe ee Se a eS Rk Sa lg a ee 
millions of dollars 
Balances at beginning of yearn... si ee eee ae ee 2,027 883 2,910 2,618 
Appropriation igi, scons 2 scweie oo Ve ape br ope siya ply b, Sietg te Manes Ro 218 101 319 292 
Balances at end OF Year 2% soca tre ais ein ties den vig eae wena 2,245 984 3,229 2,910 


STATEMENT OF RESERVE FOR STABILIZATION 
OF RATES AND CONTINGENCIES 


 —————————————— 


for the year ended December 31, 1987 Held for 
the benefit 
of all Held for the benefit of (or recoverable 
customers from) certain groups of customers Totals 
Te eS ge Me all ee ang edad a PE Me ie ess ee ay eT NE eS Stee en een Ree ie 
Rural Direct 
Municipal Retail Industrial 
Utilities Customers Customers 1987 1986 
sag DU Tp ten rte Bre ae ge ea fT hee and a ete SN Se ae ee a ee 
millions of dollars 
Balances at beginning of year...... 1,704 1 (41) (10) 1,654 1,699 
Appropriation (withdrawal)....... (51) _ 5 (2) (48) (45) 
Balances at end of year .......... 1,653 1 (36) (12) 1,606 1,654 


See accompanying summary of significant accounting policies and notes to financial statements. 


STATEMENT OF SOURCE OF CaAsH USED 
FOR INVESTMENTS IN FIXED ASSETS 


for the year ended December 31, 1987 


Gash provided tram-qperations [note 13ye*r ion vis von ea heed cote ego os oa te 


Cash provided from financing 
bonpeerindebtissued - lnc ry vasits Se Si mnid HAG ne eee RNS ee, eS 
Change in short-term notes payable issued for debt management 
PUR DOSE5 UN ICASOL nerig Vara sss Ge rk Poe SOY ora a ee be cane eee IRE 


Cash (used for) provided from investment in other assets ROPCAG ac tse mnie cathe oie NY oe, SRS. 


Cash provided from operations, financing and other activities .. 2.0.0... cece ce ceccecccece cece. 


Changes in accounts payable and accrued charges affecting investment 
i fixed. assets=increase (decrease) i522) gies eae cca X clans Pe aie ae Eee ie 


See accompanying summary of significant accounting policies and notes to financial statements. 
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1987 1986 
millions of dollars 
1,204 1,040 
2,284 2,384 

250 250 
2,534 2,634 
1,204 674 
15530 1,960 

(149) 70 
2,385 3,070 
67 (485) 
2,452 2,585 
72 (62) 
2,524 2,523 


of 
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NOTES TO FINANCIAL STATEMENTS ONTARIO HYDRO 


OR arn On nk ne a 
1. Secondary power and energy 

Secondary power and energy revenues include $194 million (1986-$247 million) from sales of electricity to United States utilities. 

a rr re SS nnn aEEEEENENADTSIT NENTS 
2. Water rentals 

Water rentals are the amounts paid primarily to the Province of Ontario for the use of water for hydraulic generation. 


a ——— 


3. Nuclear agreement — payback 


In 1987, the Nuclear Agreement, which is described in the Summary negative payback amounts, totalling $205 million’as of December 31, 
of Significant Accounting Policies, was amended by the parties to the 1987, have been credited against the costs of operations for the period 
agreement to reflect the settlement in principle reached in 1986. The 1983 through 1987, and are included in “long-term accounts receivable 
amendment to the agreement confirms Ontario Hydro’s interpretation and other assets”. The amendment establishes that the negative payback 
that the negative payback amounts accumulated during the 1983 through amounts accumulated during the shutdown period of these units, plus 
1988 shutdown period for replacement of pressure tubes in Pickering interest, are to be recovered by Ontario Hydro over the remaining term 
Nuclear Generating Station units 1 and 2 can be offset against future of the agreement, commencing with the return to operation of the last of 
positive payback amounts payable to Atomic Energy of Canada Limited the two units. Pickering unit 1 returned to operation in 1987 and unit 2is _ 
and the Province of Ontario after the units return to operation. The expected to return to operation in 1988. 
ot Pole PRES. Uo s Sey GPR Lea tutnt ita he BRIBE Ree Oy BE OE AZ Se 
4. Depreciation 1987 - 1986 
millions of dollars 
Depreciation of fixed assets in Service... 6... accent ee eet eee ee tenet nent tenner teen nes 717 638 
Atnortization of déferred:costs = 5s 4-975 oa S shi War itn, PRE eee d eg ene EB nalate apie Reeaid a waged 40 4] 
Fixed asset removal costs 
—provision for fuel channel removal COSts .. 6... 66. sect e eee eee eee eee eee eee ee eee ees 35 83 
—provision for decommissioning COStS 1.6... eee eet te eee eee eee eee e ee tent e nes 17 23% 
LOther- TEMOVAl COStSs sess fuse afore he vars eae ea telat Me ETRE MEE NE wots huty olen ah, ape gee arte ie ate oagen sap aicolod ACHR eens eo 14 15 
823 800 — 
Less: 
Depreciation charged to—heavy water production... 1.6... sees ee eet t eee eee eee nes Sil cia 
Seonstruction sn progress 5S sion eawe Ha Lowa ene Mpa es eciemnaa Natecole We 38 339 
-4uelfor électtic penemuon ge he N7c eek oi diaie We ew nme One tne agers 2 2 
Net gait on sales of fixed assets... ope eee ee the tebe rete ee pe ener tenet gee ere ees ee eee oie 9 9 
100 95 
723 705, 
_——— os 


5. Interest 1987 1986 — 
millions of dollars 

Interest on bonds, notes, and other debt... occ. ae ec ee cette ewe meee kee eee eee ee ie 2,694 2,650> i 

Interest on accrued fixed asset removal and irradiated fuel disposal COStS. 1.1... ss eee e eee eee e eee 50 34 | 

2,744 2,084 

Less: 

Interest charged to—construction im Progress... 6s. e cece c ee eee tet eee eee teens 772 807 — 

~heayy water producto ice cas tage wees cyaues tye eet nn Ae emer awa 98 112% 

fuel for electric péfierationns is ied sda as hae as ome ON aoe Radietge pet 108 102 © 

<namortized advances for fel SUpPliESs.. ite = afi) Gea ete hive overaae) daw w2ibe, ous ape wi piled sionere n= = : - 17% 

Interest earned on ihvestments’. 9. tg tee acts Den prod bldnts, « acest ene deta see are Seem A gee Belncen et io fgg ms 64 61 : 

1,042 | 059 a 

1,702 1,585 ps 

CREE EPS ee oo bi 
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a 


6. Foreign exchange 


Amortization of foreign exchange gains and losses............--... =o 
Net exchange loss on other foreign transactions..................... 


1987 1986 

millions of dollars 
SHIR hath leat See cee eee 93 189 
artes che ae N Matinee fo ardaes Piet cree 33 24 
126 213 


Sa a a ee he 


7. Fixed assets 


Generating stations~hydraulio® jv eigecs SA ee ee 
RIOSSH es tes gue See retin te nua ts ate, 


Beencrating stations=hydraulic so, Guar ae a 
SHOSSI OS, <n ai racers ok Sea etic, Meee 


- Fossil generating stations in service include non-operating reserve facilities. 


_As at December 31, 1987, the capital cost and accumulated depreciation of 
_ these non-operating fossil-fuelled facilities amounted to $488 million and 
$352 million, respectively (1986-$785 million and $448 million, respec- 


1987 
et SEIS SPO Babe Sa eS gu ead ee ae Th oT ee bee 
Assets in Accumulated Construction 
Service Depreciation in Progress 
Pe ee ee Oh tee US 5 re EN Sena eae oder fe he 
millions of dollars 
1,863 599 41 
3,618 1,338 47 
10,450 1,188: 6,162 
2,432 210 949 
5,130 1,388 516 
1,128 393 - 
1,167 465 64 
25,788 5,581 7,779 
1986 
Assets in Accumulated Construction 
Service Depreciation in Progress 
Se se Na 8 SUE SE Gas ID Me EA SNR PO Nike 
millions of dollars 
1,844 572 26 
3,610 Ze 24 
8,823 942 6,188 
PAG WE 171 997 
4,748 1,283 425 
1,128 339 - 
1,042 407 LE 
23,312 4,946 eVASHE 


tively). Substantially all of the undepreciated cost of these facilities is 
related to the two units (1986—four units) at the Lennox generating station 
which, based on current forecasts, are expected to return to operation 

by the mid-1990s. In 1987, two units at Lennox returned to operation. 
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7. Fixed assets (continued) 


Construction in progress at December 31, 1987: Remaining 


Number 
of Units 
Scheduled 


Darlington Nuclear Generating Station 
(including heavy water)... fo Paw eh bee Wedae ae 4 
All other construction in progress .........+.--++- = 


Estimated cost to complete is the most recent projection and includes cost 
escalation and interest amounting to approximately $2,558 million. Cost 
escalation and interest are forecast to average 6% and 11% per year, 
respectively, over the period 1988 to 1992. Because of the uncertainties 
associated with long construction lead times and planned in-service dates, 
this estimated cost to complete is subject to change. 

The fuel channel replacement program for Pickering Nuclear Generat- 
ing Station units 1 and 2 is estimated to cost $457 million. Of this total, 


Dependable 

Planned Capacity to Costs Incurred 
In-Service be Placed to December 31, Estimated Cost 
Dates in Service 1987 to Complete 

megawatts millions of dollars 

1989-92 3,524 6,766 4,632 
~ - 1,013 = 

7,779 


$332 million is to be capitalized as installation costs, and the remaining 
$125 million is related to the removal costs of the existing pressure tubes 
and is being recovered through charges to operations. As of December 
31, 1987, the actual expenditures for installation costs, including interest 
of $81 million, totalled $303 million, and the actual expenditures for fuel 
channel removal costs totalled $120 million. Pickering unit 1 returned to 
operation in 1987 and unit 2 is expected to return to operation in 1988. 


a 


8. Fuel for electric generation 


1987 1986 

millions of dollars 
Aloe ene ee eas ite at neeneee pee 643 586 
BIN ys Maeda a tare etait Fo ape was th 381 479 
HAD SBR oA Fal oo ap aautar Shettan ai eatale adore tS = 
1,039 1,065 


a 


9. Unamortized advances for fuel supplies 


Uranium—Rio Algom Limited <0... ei. ele eves eee tee ee seen ee 
='perplison: Mines Limitedas’ 490 witete cee te eee t ae ate aesar connate deans 


Unamortized advances for fuel supplies are recovered as fuel is deliv- 
ered. Over the next five years, the amortization of advances for uranium 
supplies will be approximately $23 million for the contract with Rio Algom 
Limited and approximately $62 million for Denison Mines Limited. 
Ontario Hydro has entered into long-term contracts with Denison 
Mines Limited and Rio Algom Limited for uranium supplies through to 
2012 and 2027, respectively. Ontario Hydro’s current forecast of the 
annual requirements for uranium is approximately 1,200 megagrams for 
1988, increasing to approximately 1,700 megagrams by 1994. The 
uranium inventory as at December 31, 1987 plus the contracted deliveries 
through to 1994 exceed the forecasted requirements up to 1994 by 
approximately 300 megagrams. Commencing in 1994 through to 2012, 
contracted deliveries exceed forecasted requirements of the nuclear 
generating facilities currently in service and under construction by 


1987 1986 
millions of dollars 
RAs AW Rie A dee MVR: OUR LORCA GA ra 422 431. 
Feet tare Li Erato Ms trata: san AL a MR 345 359 
767 790 
Se eihiee Sal a RE ae Re he Sik te telines Masacey ae 10 94 
777 884 — 


approximately 1,000 megagrams per year. Ontario Hydro’s options for 
managing the oversupply include resale of the uranium and, under 
specified conditions, cancellation or renegotiation of the contracts. In the 
event that a contract is cancelled, the supplier is not required to refund 
any outstanding advances. At this time, the likelihood of a contract 
cancellation and the financial implications of pursuing the options are not 
determinable. 

On November 17, 1987, Ontario Hydro provided USX Corporation 
with notification of cancellation of the Coal Purchase Agreement pur- 
suant to the three year notice period provision in the Agreement as 
described in note 10. As a consequence, $85 million of the unamortized 
advances for coal supply was transferred to “Unamortized deferred costs” : 
as at December 31, 1987. 


10. Unamortized deferred costs 


Bruce Heavy Water Plant “D” is an indefinitely deferred project with a 
low probability of construction being resumed. The capital cost of this 
project and the unamortized deferred costs associated with the cancelled 
Wesleyville generating station project were not written off directly to 
operations since the Board of Directors under its rate setting authority 
determined that these costs be amortized for recovery through electricity 
rates over the period 1984 through 1993, which results in an annual 
charge of $40 million in 1987. 

On September 18, 1987, Ontario Hydro and Petrosar Limited reached a 
settlement with respect to the fuel oil contract. Under the terms of the 
settlement, Ontario Hydro paid $150 million to Petrosar Limited, and the 
parties released each other from all obligations and claims related to the 
contract. The amount of this payment, less a provision of approximately 
$4 million which was charged to operations in prior years, was not 
charged directly to operations since the Board of Directors under its rate 
- setting authority determined that this cost be deferred and amortized for 
recovery through electricity rates on a straight-line basis over the period 
from 1988, the first year such cost can be reflected in rates, through 1992. 
Accordingly, no amount was charged to operations in 1987. 

In 1974, Ontario Hydro entered into a Coal Purchase Agreement 
(the “Agreement”) with USX Corporation (formerly, United States Steel 
Corporation) to develop and operate the Cumberland Mine so as to 
produce coal for Ontario Hydro through to approximately 2015. An 
economic analysis based on performance of the Cumberland Mine to 
date and projection of future costs has determined that the reduced 
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1987 1986 
millions of dollars 

eeadeea! Mevousican tame cede one GIA: 222 259 
R Gratis aee DURES Wane ee oo a 20 24 
242 283 

Peay Sp NS Rar Mierke Pr heer et can ae 146 - 
die fisetur Reirre Oer ecu ater toM ined eiren he Ce Wie 85 = 
473 283 


costs associated with future coal purchases from alternative sources will 
more than offset costs of cancelling the Agreement. Accordingly, on 
November 17, 1987, Ontario Hydro provided USX Corporation with 
notification of cancellation of the Agreement pursuant to the three year 
notice period provision in the Agreement. If USX Corporation decides 
not to continue operating the Cumberland Mine after cancellation of the 
Agreement, Ontario Hydro is liable for certain lease obligations and mine 
shutdown costs. At this time, the likelihood of USX Corporation 
deciding not to continue operating the mine is not determinable. 
Furthermore, the amount of such costs in the event of discontinued 
operation of the mine are subject to negotiation. Accordingly, no 
provision for such costs has been reflected in the financial statements. 
Under the Agreement, Ontario Hydro has made payments for pre-pro- 
duction costs to USX Corporation in advance of the coal deliveries. On 
cancellation of the Agreement, USX Corporation is not required to refund 
any outstanding advances. The outstanding advances and associated 
costs as at the date of cancellation of the Agreement are estimated to be 
approximately $85 million. This amount, which was included in 
“Unamortized advances for fuel supplies” (see note 9), was not charged 
directly to operations since the Board of Directors under its rate setting 
authority determined that this cost be deferred and amortized for 
recovery through electricity rates on a straight-line basis over the period 
from 1989, the first year such cost can be reflected in rates, through 1993. 
Accordingly, no amount was charged to operations in 1987. 
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11. Long-term debt 


Bonds-and notes payable... 6.5. cece ee cee ee ee bee de vheees 
Other long-term deb. 2. oo. ede ces Cane ee Ree eee or ee ne cates 


Less payable within one yeaf.... 6... c eee ee eee eee eee teens 


Bonds and notes payable: 


1987 1986 
millions of dollars 


Fle Sig Sete ARNE YR)» 24,910 24,390 
PREC ES A EMIS aPRN caret ne 154 180 
25,064 24,570 
iy scan ten peta, tea Lae 1,202 1,076 
23,862 23,494 


Bonds and notes payable, expressed in Canadian dollars, are summarized by years of maturity and by the currency in which they are payable in the 


following table: 
1987 
SR De aes 9 a aa ee eget Sa Pasar SP cht PN Se 
Years of Maturity Principal Outstanding 
Canadian Foreign 
millions of dollars 
TQ OTe eda ee roe ited etree - - 
TOSS ot oud Sea ae eee 864 318 
IO SOS es Geek Coe enka fo 924 VME 
19 OO eh Seen ceta eee ceanen oe 1,031 698 
JOOP er tharos Lenn Bambee s 1,144 887 
OOD eee eeraat at Maneater og a 997 1,010 
PRS yea AG Oa Ge 4,960 3,685 
GLO Veaksicna vas tee: 4,143 1,057 
PVG ERIS La eae 2,620 646 
16:20 yeats. sme oes 1,901 1,574 
QU:25 yeas Pees See 1,782 2,291 
DOSO VEatSns teen yi alet des = Zoi 
15,406 9,504 


Currency in which payable: 

Canadian dollars: satan arta OMe mide aitaue scccyta secon tb Ye ater eter aire ty 
United States GOlare vies 6s Peco aires Macnee 2 aio cata Ne toktaa es 
United Kingdom pounds sterling... 1.6... eee eee ee cee eee es 
GWiSSIANlCS: £50, codecs ciate hoot aetiaiey See sce Me tate delete hem eens 


Ontario Hydro has entered into financial arrangements to hedge a 
portion of the foreign currency exposure related to principal and interest 
payments with respect to long-term debt and these arrangements are 
primarily in short-term forward exchange contracts. These contracts 
amounted to United States $641 million and United Kingdom pounds 
sterling 10 million as at December 31, 1987 (1986—United States $744 
million and Swiss francs 106 million), having a weighted average 
Canadian dollar exchange rate of 1.34 and 2.31 respectively (1986-1.39 
and 0.87 respectively). These financial arrangements hedge principal 
and interest payments amounting to United States $335 million and 
United Kingdom pounds sterling 4 million due in 1988 and the remaining 
United States $306 million and United Kingdom pounds sterling 6 
million hedge principal and interest payments due over the period 1989 
through 1996. 


1986 
Weighted Average Principal Weighted Average 
Coupon Rate Outstanding Coupon kate 
Total per cent Total per cent 
millions of dollars 
- 1,054 
1,182 1,189 
1,696 15335 
1,729 1,770 
2,031 2,090 
2,007 = 
8,645 PS 7,438 iy 
5,200 10.3 5,469 AOS 
3,266 11,6 3,035 10.9 
3,475 9.9 3,354 10.5 
4,073 11.8 4,456 11.0 
251 12.0 638 14.4 
24,910 11.1 24,390 12a 
15,406 13,926 
9,483 10,355 
21 23 
= 86 
24,910 24,390 


Bonds and notes payable in United States dollars include Canadian 
$6,614 million (1986—Canadian $7,083 million) of Ontario Hydro bonds 
held by the Province of Ontario and having terms identical with Province 
of Ontario issues sold in the United States on behalf of Ontario Hydro. 
Bonds and notes payable are either held, or guaranteed as to principal 
and interest, by the Province of Ontario. 

Ontario Hydro has entered into interest rate swap arrangements 
amounting to Canadian $1,000 million in notional principal as at 
December 31, 1987 (1986—Canadian $350 million), and expiring in 1989 
through 1993. These arrangements have effectively converted fixed ‘ 
interest rates on long-term debt, having a weighted average coupon rate 
of 9.9% (1986-9.8%), to variable interest rates which are adjusted 
quarterly to the prevailing Canadian bankers’ acceptance rate. 


11. Long-term debt (continued) 
Other long-term debt: 


Balance due to Atomic Energy of Canada Limited 
on purchase of Bruce Heavy Water Plant“A”......:.......5.0., 
Capitalized lease obligation for the Head 
_ Office building, payable in U.S. dollars... 2... 02.0 cc cece eee ce 
Capitalized lease obligations for transport 
ane seivite CquiD Melty ch aires ouy ee Me irs | cagtit eel ee 


Years of Maturity 


ONTARIO HYDRO 


Interest Rate 1987 1986 
ae eS ie eI ae PN ss 
per cent millions of dollars 
1992 18 104 121 
2005 8.0 47 a2 
1988 6.3 
to 1994 to 11.9 3 7 
154 180 


- Payments required on the above debt, excluding interest, will total $114 million over the next five years. The amount payable within one year is 


$20 million (1986-$22 million). 


12. Accrued fixed asset removal and irradiated fuel disposal costs 


Accrued fixed asset removal costs 


Fixed asset removal costs: 


_ Fixed asset removal costs are the costs of removing certain fuel channels 


- from nuclear reactors which are expected to be replaced during the life of 
_ the reactors, and the costs of decommissioning nuclear generating 
Stations and heavy water production facilities after the end of their 
service lives. The significant assumptions used in estimating fixed asset 
removal costs were: 
~ e removal of fuel channels in Pickering Nuclear Generating Station “A” 
units | and 2 in the 1984 to 1987 period and units 3 and 4 in the 2000 to 
2003 period, Bruce Nuclear Generating Station “A” in the 2002 to 2010 
period, Pickering “B” in the 2012 to 2018 period, and Bruce “B” in the 
_ 2013 to 2019 period; 
~ * decommissioning of nuclear generating stations in the 2041 to 2062 
_ period on the deferred dismantlement basis (dismantlement following 
storage with surveillance for a 30-year period after shutdown of the 
reactors), and a transportation distance of 1,000 kilometres from nuclear 
4 generating facilities to disposal facilities; 

_ ¢dismantlement of Bruce Heavy Water Plants “A”, “B” and “D” in the 
1991 to 2005 period: 

-e interest rates through to 2062 ranging from 9% to 10% (1986-9% to 

. 12%); and 

| ; * escalation rates through to 2062 ranging from 4% to 8% (1986-5% to 8%). 
~ Because of possible changes to the above factors and the methods used 

_ for decommissioning and fuel channel removal, these costs are subject 

: to revision. The results of recent tests on a sample of pressure tubes in 

- Pickering units 3 and 4 revealed a trend towards higher than expected 


1987 1986 
millions of dollars 


Highs Gaia at Migrate ged Aaah karen 162 132 
Sao aa ata a faivined i eR Cae 149 115 
311 247 
COR ON eae inact Bene eC 306 243 
617 490 


build up of deuterium levels which, together with other technical 

considerations, could reduce the service lives of the pressure tubes in 

these units. On March 14, 1988; the Board of Directors decided to 

advance the retubing of Pickering units 3 and 4 to tommence in 1989 43 


_ and 1991, respectively. The financial impact on the provision for fuel 


channel removal costs of the change in the timing of the retubing of these 
units will not be included in operating costs until such change can be 
implemented on a remaining service life basis from 1989, the first year 
the change can be reflected in electricity rates, through 1993. The costs 
of removing the pressure tubes in these units are estimated to be 
approximately $144 million, and as of December 31, 1987, the accrued 
fuel channel removal costs related to these units totalled $61 million. 


Irradiated fuel disposal costs: 

The significant assumptions used in estimating the future irradiated fuel 

disposal costs were: 

* an in-service date of the year 2010 for irradiated nuclear fuel disposal 
facilities; 

* a transportation distance of 1,000 kilometres from nuclear generating 
facilities to disposal facilities; 

* interest rates through to the disposal date ranging from 9% to 10% 
(1986-9% to 12%); and 

* escalation rates through to the disposal date ranging from 4% to 7% 
(1986-5% to 9%). 

Because of the uncertainties associated with the technology of disposal, 

and the above factors, these costs are subject to change. 
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13. Statement of Source of Cash Used for Investment in Fixed Assets 


The Statement of Source of Cash Used for Investment in Fixed Assets financing. Cash from financing represents the amount of cash provided 
reports the investment in fixed assets resulting from the cash flows from from the issuance of long-term debt and the increase in the level of 
operations, financing and other activities, and the effects of changes in short-term notes payable issued for debt management purposes, less the 
cash and cash equivalents and changes in accounts payable and accrued amount of cash used to retire long-term debt. 
charges affecting investment in fixed assets during the year. This The components of cash provided from operations, investment in 
statement focuses on the investment in fixed assets in view of Ontario other assets, and changes in cash and cash equivalents, defined to be cash 
Hydro’s current level of construction activities which are financed from and temporary investments net of short-term notes payable issued for 
two major sources, cash provided from operations and cash from cash management purposes, are summarized below. 


Cash provided from operations: 


Netincome, 2 oe Sea Se AU, ieee Baten Sea aan Settee wu ja cesoge tases rip bo ohedapel dsiea shia sens, vote tucnas 
Items not requiring cash in the current year 
Depreciation vis ce sa sig hskelss ok Merwe sy beer Ri te ei ao Sayre Ber lore SRE au keane Mane ant Senin ie 
Amortization of foreign exchange gains and losses .. 6-1... e cece eee ete eens 
Provision for irradiated fuel disposal COStS.. 6... cece eee ee ee tee te tence ten ee etre eet teens 


Funds provided from operations... 0 bia ieee cere cee tee ed eee erent eee cere rere teed yee. 


Changes in working capital, excluding cash and cash equivalents, and long-term 
accounts payable affecting operations— decrease (increase)... .. 61sec eee eee eee eee eee etnies 


Gash provided from:operations: 9... Gate le nek oye Be ee et ning lati Waele gO RN DEER Se ewle a Mine gms 


Cash (used for) provided from investment in other assets: 


Advances and related costs for fuel supplies 0... eee cece tee eee eee eee tebe nent ee ee ee 
Less repayments and amortization of advances for fuel supplies. ... 6-6... see e eee ee eee teeter teens 


Changes in cash and cash equivalents: 


Cash and temporary investments— decrease (increase) ..... 0... eee e eee eee eee rete ree teens 
Short-term notes payable issued for cash management purposes—(decrease) ..- 1... . sees eee eee eee eens 


Changes in cash and cash equivalents— decrease (INCREASE oe Sis cea tne Sadat ven cusrtaat ars tel eel Stnenoton tein busy aNopmaaetens 


1987 1986 
millions of dollars 


Ait 247 
723 705 
93 189 
36 85: 
(23) (63) 
SHE 16 
Pals 7! 1,129 
67 (89) 
1,204 1,040 
1987 1986 
millions of dollars 
(11) (32) 
85 49 
24 17 
(150) = 
(23) 53 
(149) 70 
1987 1986 


millions of dollars 


70 (267) 
(3) (218) 
67 (485) 
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13. Statement of Source of Cash Used for Investment in Fixed Assets (continued) 
The reconciliation of the change in fixed assets during the year with the investment in fixed assets for the year is summarized below. 


1987 1986 
millions of dollars 
SIAR CDM AAS ih a rhe naka ach deh eo ce Gh eRe Aa ES 1,883 1,954 
Depreciation offixed assets inservicencas's 14 oleate Fs ae esac ct ed Pas pe Mee tee 717 638 
Less depreciation charged to heavy water production and construction in progress. ...........c00cec-e en. (89) (84) 
628 554 
Met book value ot fixed, assets sold'orretired. ds. 44 concs secs sc th tees els Peg ee 13 15 
AIPeSUN ENE UTR SSCS 5 ca ad cy A io in Ia lictseo ae nd Sapes eee key at igh ah, wet 2,524 2,523 


14. Pension and Insurance Plans 

Ontario Hydro’s employee benefit programs include pension and 
insurance plans. The assets of the pension, group life insurance and 
long-term disability plans and the changes in assets during the year are 
shown in the financial statements of The Pension and Insurance Fund, 
and are not included in Ontario Hydro’s financial statements. 


Pension Plan: 

The change in the accounting policy for pension costs, as described in the 
Summary of Significant Accounting Policies under “Pension plan”, was 
implemented, on a prospective basis, effective January 1, 1987. The effect 
of this change has been to increase pension costs for the year ended 
December 31, 1987 by approximately $13 million. 

The most recent actuarial valuation for accounting purposes of Ontario 
Hydro’s pension plan was performed as at December 31, 1986, using 
management's best estimate of the following significant assumptions 
which take into consideration the long-term nature of the pension plan: 

* rate used to discount future investment income -9.25%, and future 
pension benefits—9.25%; 

* salary escalation rate- 7.75%; 

° rate used to estimate ad hoc improvements in pension benefits to 

partially offset the effect of increase in cost of living- 2.88%; 

* average retirement age for males— 58.8 and for females—59.8; and 

* average remaining period of service of the employees—16 years. 

Based on this valuation, the actuarial present value of the accrued pension 

benefits is estimated to be $2,749 million as at December 31, 1987, and 


15. Research and development 


the pension plan assets available for these benefits were $3,151 million. 

The pension costs for 1987 were $13 million based on the most recent 
actuarial valuation for accounting purposes (1986-nil, based on the 
actuarial valuation for funding purposes as at December 31, 1985). This 
amount is comprised of Ontario Hydro’s current service cost of $60 
million, partially offset by the amortization of $47 million of the net 
surplus. In 1987, approximately $10 million of the pension costs were 
charged to operations and $3 million were capitalized. 

On October 21, 1986, the Ontario Hydro Employees’ Union, Local 
1000 of the Canadian Union of Public Employees—C.L.C. filed an 
application for judicial review in the Supreme Court of Ontario to 
determine whether Ontario Hydro is entitled to apply the pension 
surplus that has accumulated in Ontario Hydro’s pension plan to meet 
the Corporation’s contribution with respect to current service cost. The 
hearing on this matter was held on February 5, 1987. On March 3, 1987, 
the Supreme Court rendered its decision that Ontario Hydro has 
complied with the relevant statutory provisions regarding the corporate 
contribution towards current service cost. The Ontario Hydro 
Employees’ Union has appealed the court’s decision. 


Group Life Insurance Plan: 

The group life insurance plan had assets of $31 million as at December 31, 
1987 (December 31, 1986-$33 million). Effective April 1, 1986, the assets 
are being used to pay the insurance premiums for all members of the plan 
until such time as the assets are fully utilized. 


In 1987 approximately $74 million of research and development costs were charged to operations and $17 million were capitalized (1986-$59 million 


and $20 million, respectively). 


16. Comparative figures 


Certain of the 1986 comparative figures in the Statement of Cash Used for Investment in Fixed Assets have been reclassified to conform with the 1987 


~ financial statement presentation. 
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FIVE-YEAR SUMMARY OF FINANCIAL AND OPERATING STATISTICS ONTARIO HYDRO 


1987 1986 1985 1984 1983 
Revenues millions of doliars 
Primary power and energy 
Municipal utilities 3,441 3,116 2,891 2,999 2,205 
Rural retail customers 968 885 815 712 644 ' 
Direct industrial customers 675 604 568 516 448 
pS a PPS ae Aa ed NPA PRD Le NLD WOULD eae VG ee PP ad ks ne ces be OS 
5,084 4,605 4,274 3,783 3,357 
Secondary power and energy 196 248 351 429 448 
BP ea a ee ee ar SS Be SS Re alt A a ee ee 
5,280 4,853 4,625 4,212 3,805 
aN EE a Se ae rash 2 ee Gg Soe De ee ee ee 
Costs 
Operation, maintenance and 
administration 1,150 1,014 966 884 952 
Fuel and fuel-related 1,308 1,089 1,143 1,210 1,169 
Depreciation W2S 705 655 476 396 
OT Oe Variant MMe ry Be fe ee oes ee ae We ee eee 
S101 2,808 2,764 2,570 2507 
SE Phe SNS 1 RN EE Og Bynes gen ne Sete Ge a ee 
Income before financing charges 2,099 2,045 1,861 1,642 1,288 
cpt Oa yee ane he Tt Pe LA ig ee Me ek EE a 5 a ee 
Financing charges 
Gross interest 2,744 2,084 2,551 (igo Vals 2,012 
Capitalized interest (978) (1,038) (1,166) (1,293) (1,194) 
Investment income (64) (61) (60) (80) (58) 
Foreign exchange 126 213 176 118 56 
pe we Ra Pgs Nr Peay VN AC I aR EN A Pe Se ER Fock SPIN IR A eA aerate Si el ASAE DEER ES 
1,828 1,798 1,501 1,067 816 
SEP BL Dita ete ays MOA te ee ony ae DEN Al frees eae Rae g Paes Wk Sat ni ees See ae ee 
Net income 271 247 360 575 472 
ee gehen 
Financial position millions of dollars 
Total assets 32,657 31,357 29,320 27,301 23,194 
Fixed assets 27,986 26,103 24,149 22,147 19,948 
Long-term debt 23,862 23,494 22,918 20,659 17,977 
Equity 4,962 4,691 4,444 4,084 3,509 
CG Ua NP ane A So RN RY cs SR BM Ne NC 6 a rc ea i RUPE phn ete vee Ss 
Cash flows millions of dollars 
Cash provided from operations 1,204 1,040 1,055 1,088 950 
Cash provided from financing 1,330 1,960 757 1,756 1,823 
Cash used for investment in fixed assets 2,452 2,985 2,644 2,939 2,668 
Investment in fixed assets 2,524 2525 2,541 2,624 2,746 
PRA ae hte ae eee a So eG Se eS ee 
Financial indicators 
Debt ratio" 836 835 830 833 840 
Cash flow coverage” 1.08 1.05 1.02 96 88 
Interest coverage” 1.10 1.09 1.14 1.25 1.24 
Acetac MENA 1g 0 RARE RAP LO DIL gl EIEN SIS 1 eR int SREP A Ck Meas SO a eS a ede RR SEES ST 
Primary energy sales” millions of kilowatt-hours 
Municipal utilities 84,058 80,026 77,011 74,283 70,579 
Rural retail customers 16,599 16,279 15,638 14,732 14,006 
Direct industrial customers 19,561 18,458 18,011 17,816 16,345 
PETS Pag) PUG OAL PV Ek ORAL BOL MERE EN SL A SALE We SULEAS SB Den REL Ess ERAS WE er Ae ae ERR 
120,218 114,763 110,660 106,831 100,930 
Pp Ae See ali A 57 nN LAS PO RABE IY 95 nr el A i a Uy aa SEE ESAS RE eee hs Re 
Secondary energy sales“) 6,515 6,046 8,565 10,627 11,900 
aha ere ak aah cn ante OA OER Go ae SO A Ped ee Bh a as EE Yl Us SEEDS SERS ER 
Installed dependable peak 
capacity (megawatts) °) 30,080 30,701 28,224 26,612 25,209 
December primary peak 
demand (megawatts) 20,524 20,609 20,473 18,052 18,792 


Primary energy made available 
(millions of kilowatt-hours) 126,455 120,574 116,049 112,293 106,071 
Oe Ee EN Se ee ee 
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1987 1986 1985 1984 1983 

Number of primary customers") 

Municipal utilities 316 316 316 319 320 

Rural retail customers 835,925 813,193 795,022 779,748 768,504 

Direct industrial customers 108 106 103 105 108 
eae Sa gre rs ag ey eT pe 
Average revenue") in cents per kilowatt-hour of total energy sales 
Primary power and energy 

Municipal utilities 4.094 3.894 3.754 3.440 3.210 

Rural retail customers 6.342 5.901 5.720 5.143 5.027 

Direct industrial customers 3.451 SHAE SHS 2.896 2.740 
Secondary power and energy 3.008 4.102 4.098 4.037 3.768 
All classifications combined 4.211 4.060 3.925 3.586 3.409 


Average rate increases 


Municipal utilities EZ 
Rural retail customers 6.6 
Direct industrial customers 5.6 
All primary customers combined 339 


expressed as a per cent 


4.0 8.5 8.0 8.2 
3.8 8.7 7.5 8.8 
43 8.8 7.6 8.5 


4.0 8.6 7.8 8.4 
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Average cost!) 


in cents per kilowatt-hour of energy generated 


Hydraulic 
Operation, maintenance 
and administration .276 213 187 184 159 
Fuel-water rentals 285 243 233 164 076 
Depreciation and 
financing charges .465 A13 399 384 345 
ee eee Se PORN Ae SBE wae See dN he WAN Ral NMED Bee Lee DAD eo eae LEDS a PES 
1.026 869 819 W694 580 
a a ee Ee ett PR en SE Re ae eas 
Nuclear 
Operation, maintenance 
and administration .508 481 479 506 491 
Fuel-uranium .482 481 426 361 357 
Depreciation and 
financing charges 2.201 2.073 1.889 1.330 1.026 
eta a od Se ES SL So Fra See ne oe Tol te bg 4 ed See ee 
3.191 3.035 2.794 2.197 1.874 
es a a a an eS SS Many a ee Set el Ue eRe) Ue PRS ELON 
Fossil 
Operation, maintenance 
and administration .487 550 437 348 368 
Fuel-coal, gas and oil 2.598 2.746 2.609 2.500 2.417 
Depreciation and 
financing charges 905 1.367 997 597 586 
ao AEE esi ROOEL Sh ED, ARES SS TD ne ie OSCR OR TLCS, Sekar Se OMS SM Lee AL SAE ADS 
3.990 4.663 4,043 3.445 3.371 
re a ee ee Sr eee sa et tee SE 
Average number of employees 
Regular 24,066 23373 23,001 23,150 24,320 
Non-regular”®! 8,081 9,032 8,135 6,463 6,913 


Footnotes 

(1) Debt ratio represents debt (bonds and notes payable, short-term notes 
payable, other long-term debt, and accrued fixed asset removal and 
irradiated fuel disposal costs less unamortized foreign exchange gains and 
losses) divided by debt plus equity. 

(2) Cash flow coverage ratio represents funds provided from operations plus 
net interest, and interest charged to fuel for electric generation less 
interest on accrued provisions divided by interest on bonds, notes, and 
other debt. 

(3) Interest coverage represents net income plus interest on bonds, notes, and 
other debt divided by interest on bonds, notes, and other debt. 

(4) Figures for 1987 are preliminary. 

(5) Installed dependable peak capacity represents the net output power 


supplied by all generating units, and includes non-operating reserve 

facilities: 1987-2,667 megawatts; 1986-3,784 megawatts; 1985-3,933 

megawatts; 1984-3,999 megawatts; and 1983-3,783 megawatts. Also 
included are net firm power purchase contracts, 

(6) Primary energy made available represents primary energy sales plus 
transmission losses and energy used for heavy water production and 
generation projects, 

(7) Average cost per kilowatt-hour represents the costs attributable to 
generation but excludes the costs related to transmission, distribution and 
corporate administrative activities. These figures reflect the historical 
accounting costs of operating facilities and the actual energy generated by 
these facilities during the year. 

(8) The majority of non-regular staff are construction tradespersons. 


47 


48 


FIrveE-YEAR SUMMARY OF STATISTICS-CUSTOMERS SERVED ONTARIO HYDRO 
BY ONTARIO HYDRO AND ASSOCIATED MUNICIPAL UTILITIES 


1987 1986 1985 1984 1983 
Total number of customers" in thousands 
Residential 2,860 2,781 2,712 2,652 2,604 
Farm 106 106 107 107 108 
Commercial and industrial 378 365 354 346 339, 
REE pa EI Lg Secs ee Se Na TR Np Oa Nets PS ar a we OE he Te 
3,344 3,252 3,173 3,105 3,051 
Pablo CRE ATARI ba PP Oe ie DEA Sa OR GRE A On oe ae ee OAS ASE 
Average annual use") in kilowatt-hours per customer . , 
Residential 10,960 10,909 10,618 10,590 10,149 
Farm 23,540 23,004 22,618 22,556 21,389 
Commercial and industrial 218,800 216,666 213,673 212,700 200,436 
Stee hae I ees DR Be Sigh ea Os os ak Soe he Se as ee eee See a 
Average revenue" in cents per kilowatt-hour 
Residential 5.96 5.63 5.42 5.02 4.69 
Farm 6.47 6.00 5.74 5.24 4.87 


Commercial and industrial 4.42 4.20 4.03 3.74 3.50 
beste ee it NOMBRE EE GEL AR BPR Cos 1S Ae NT MA KOLO AT IS ae ean EW Ri KE NE ERE 


Footnote (1) Figures for 1987 are preliminary. 
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Board of Directors 


J.A. GORDON BELL, Thornhill 
Vice-Chairman, Ontario Hydro; 
Deputy Chairman, President and Chief 
Operating Officer, The Bank of 

Nova Scotia 


TOM CAMPBELL, Toronto 
Chairman, Ontario Hydro 
(Retired Jan 18, 1988) 


RICHARD E. CAVANAGH, Scarborough 
Chairman, Scarborough Public Utilities 
Commission 


ALAN B. COUSINS, Wallaceburg 
Former President, 
Ideal Stampings Limited 


FE. Tom Cowan, Mount Brydges 
Farmer, Chimo Farms Ltd., and 
Vice-President, Cold Springs 
Group of Companies 


JOHN B. CRONYN, London 
Director, John Labatt Limited 


JOHN W. ERICKSON, Q.C., Thunder Bay 
Barrister and Solicitor 


Ropert C. FRANKLIN, Toronto 
President, Ontario Hydro 
(Became Chairman and President 
Jan 19, 1988) 


ISOBEL HARPER, Toronto 
Vice-President, 
W.H. Harper Inc. 


ALBERT G. HEARN, Agincourt 
Former Canadian 
Vice-President, 

Service Employees 
International Union 


JAMES S. HINDS, Sudbury 
Hinds and Sinclair 
Barristers and Solicitors 


AJ. MACINTOSH, Q.C., Toronto 
Blake, Cassels & Graydon 
Barristers & Solicitors 


Dr. O. JOHN C. RUNNALLS, Toronto 
Chairman, Centre for Nuclear 
Engineering, and Professor 

of Energy Studies, 

University of Toronto 


BZONINDBN ANY AVON MEST SCM VET ET 
President and 

Chief Executive Officer 

Algoma Central Railway 

(Retired April 30, 1987) 


Ce rapport est également 
publié en francais. 


Officers 


CHAIRMAN OF THE BOARD 
Tom Campbell 


PRESIDENT 
Robert C. Franklin 


VICE-CHAIRMAN 
J.A. Gordon Bell 


EXECUTIVE VICE-PRESIDENTS 
E.H. (Ted) Burdette 
Finance and Planning 


Sam G. Horton 
Human Resources, 
Engineering and Services 


Arvo Niitenberg 
Operations 


VICE-PRESIDENTS 
R.W. (Ron) Bartholomew 
Production 


"DB. (Dane) MacCarthy 


Marketing 


J.G. John) Matthew 
Supply and Services 


L.G. (Lorne) McConnell 
Power System Program 


W.G. (William) Morison 
Design and Construction 


J.R. (John) O’Connor 
Acting Vice-President 
Corporate Relations 


H.K. (Hal) Wright 
Regions 


GENERAL COUNSEL AND SECRETARY 
L.E. (Larry) Leonoff 


TREASURER 
Dirk Peper 


1DYI:S04 X0): No) -B a INSO)ND LOINTD) 
Peter de Auer 


CORPORATE COMPTROLLER- 
bg ANINIINCEW NN DD 2051-16): 4HIN(€) 
Tan R. Russell 


CORPORATE COMPTROLLER - 
OPERATIONS 
Bruce L. Bennett 


Regional Directors 


CENTRAL REGION 
C.G. (Gord) Sanford 
5760 Yonge Street 
Willowdale M2M 3T7 


EASTERN REGION 

D.A. (Don) Watson 
420 Dundas Street East 
Belleville K8N 5C3 


GEORGIAN Bay REGION 
FA. (Al) Perttula 

93 Bell Farm Road 
Barrie L4M 1H1 


NORTHEASTERN REGION 
G.R. (Bud) Barrett 

590 Graham Drive 
North Bay P1B 8L4 


NORTHWESTERN REGION 
RH. (Ron) Stewart 


34 Cumberland Street North 


Thunder Bay P7A 4L5 


WESTERN REGION 


Dr. D.A. (David) Drinkwalter 


1075 Wellington Road 
London N6E 1M1 


COMMITTEE REPORTING 


TO THE BOARD OF DIRECTORS 


NORTHERN ONTARIO HypRo 


ADVISORY COMMITTEE 


Dr. W. (Walter) Curlook 
Toronto (Chairman) 


M. (Mike) Amsden 
Timmins 


G. (Garnet) Angeconeb 
SS (oLUD-@ More) .colt te 


M. (Murray) Atkinson 
Thunder Bay 


L. (Linda) MacKinnon 
Timmins 


G. (Gaston) Mallette 
Timmins 


Committees of the Board 


(om Ty -velko) es 


DININN (es 

T. Campbell (Chairman) 
J.A.G. Bell 

ET. Cowan 

J.B. Cronyn 

R.C. Franklin 

J.S. Hinds 


AUDIT 

J.B. Cronyn (Chairman) 

I. Harper (Vice-Chairman) 
T. Campbell 

R.E. Cavanagh 

A.B. Cousins 

ET. Cowan 

A.G. Hearn 


MANAGEMENT RESOURCES 
J.A.G. Bell (Chairman) 
T. Campbell 

J.B. Cronyn 

J.W. Erickson 

J.S. Hinds 

OJ.C. Runnalls 


SOCIAL RESPONSIBILITY 
J.W. Erickson (Chairman) 
T. Campbell 

RE. Cavanagh 

A.B. Cousins 

ET. Cowan 

R.C. Franklin 

I. Harper 

A.G. Hearn 


TECHNICAL ADVISORY 
OJ.C. Runnalls (Chairman) 
T. Campbell 
R.E. Cavanagh 
J.W. Erickson 
R.C. Franklin 
I. Harper 

AJ. MacIntosh 


Design: 

Haughton Brazeau 
Design Associates Limited 
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Typography: 
Cooper & Beatty 
Toronto, Ontario 


Colour Separations: 
Empress Graphics Ltd. 
Scarborough, Ontario 


Lithography: 
Provincial Graphics Inc. 
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